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»**project summary description*** 

GRANT TO THE AGRICULTURAL DEVELOPMENT BANK CADBl THROUGH thi 
GOVERNMENT OF AFGHANISTAN < G Ja: PPOVIOES CREDIT tJ^h" 
SMALL-SCALE FARMERS SO THE* CAN PURCHASE AGR INPUTS <<5HrH a<- 
FERTILIZER A NO IMPROVED SEEDS) TO INCREASE BOTH THEIR A6R 
PRODUCTION ANO INCOMES. LOANS WILL BE OlllotsEO ITIdBTO 
SMALL FARMERS WTTH AN AVERAGE OF 7 PERSONS PER FAMILY, FARM 
T^rp^/c^*^ ? HECT A»ES, AND P£„ CAPITA IN^ OF 5^0. 
T f**"T ! H0U LD IMPACT 25000 FARMERS. 150000 FAMILY MEMBERS 
ANO PROVIDE AVERAGE L OA i S OF $200 PER FaRMEP. 
I«L^2 JECT HA5 8EN DEVELOPED IN CONCERT tolTH THE THIRD 
o!^ 1 ^ L °* N 70 ™ E GOfl A *° A CANADIAN INTERNATIONAL 
DEVELOPMENT ASSOCIATION (CIOA) LOAN. PROCEEDS ROM LOANS ARF 
TO BE ON-LENT TO THE AGRICULTURAL DEVELOPMENT BaNk FOR ITWSR 
\ITSS 2 P£RftTI ° NS * SUPPORTING SERVICES. tIchnISaL ASSiUaNCE 
trn , ^ P4 " IN5 A STUOr 0F THE FERTILIZER INDUSTRY. 
AID FUNDS THE SHORT TERM w O A MS WHICH AD« SUPPLIES FOR 

.^-Iitf«^* SEEDS AN ° PLANT CHEM I C ^L5. UNOP PROVIDES TECHNICAL 
ASSISTANCE IN "ANA6EMENT AND TRAIPSING. 
BENEFICIARIES ARE THE RURAL, SMALL FARMERS. 
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I . Summary and Recomnendations 

Grantee : The Government of Afghanistan for on-lending 

to the Agricultural Development Bank of Afghanistan. 

Implementing Agency : The Agricultural Development Bank 
of Afghanistan. 

Pr oposed Amount of Grant : $5.0 million 



Purpose of the Grant : 



To provide credit to small-scale 
fanners so they can purchase agri- 
cultural inputs for utilization on 
crops in order to increase 
agricultural production and increase 
farmers' incomes. 



Description of the Project : 



AID provides a S5 million grant 
to the ADB through the Govern- 
ment of Afghanistan to finance 
fertilizer and other agricultural 
input loans to small-scale 
farmers. Funds would be dis- 
bursed over three years by ADB 
to small farmers with an 
average of seven persons per 
family, farm holdings averaging 
2 hectares, and average per 
capita income of $60 per person. 
The grant should impact 25,000 
farmers, 150,000 family members s 
and provide average loans of 
$200 per farmer. Loan funds 
should purchase sufficient 
fertilizer and improved seeds 
to double wheat production and 
increase per capita income to 
$120 per annum. 



F. Recordati on: After reviewing Afghanistan's agricultural 
sector and conducting financial and 
economic analyses, the Near East Bureau 
recomnends that a grant for $5 million be 
authorized to finance credit to snail -scale 
fanners. 

6 - Issues : None. 



Project Committer 

J. P. Guedet, Project Officer 

I. Clark, Agricultural Advisor 

J. Miller, Attorney Advisor 

R- Carlson, Officer in Charge 

A. Reich, Progranming Officer 



II. PROJECT BACKGROUND AMD DETAILED DESCRIPTION 

A. Background 

Afghanistan's economy is based primarily on subsistence 
agriculture, involving about 85 percent of the population. The 
agriculture sector produces half of the gross domestic product 
and employs about 3.3 million people or 67 percent of the esti- 
mated active labor force. The rural population is largely 
engaged in agriculture and rural settlements are small and 
scattered throughout the country. Agricultural production is 
severely limited by climate and topography. Less than 7 percent 
of the land area ( 63 million hectares) is cultivated in any year 
and only half of this is irrigated. Wheat is the most important 
crop and is grown in over 60 percent of the cultivated area. 
Productivity, however, is low, averaging about 1.5 ton per hectare 
for irrigated wheat. As a result, farm incomes are also low, 
rarely greater than $100 per capita on irrigated farms of 1.5 to 
3.0 hectares. Approximately 25 percent of the rural population is 
below the absolute poverty level of $53 per capita and the 
average farm size is about 3.5 hectares of cultivable land. 

Economic growth during the past ten years has been modest 
anc just matching the population growth. The three 5-year plans 
(1957-1972) focused on infrastructure projects which had only 
marginal impact on the incomes and well-being of the majority of 
the people. At this time there is an urgent need _to move 
towards projects whiciL increase agriculturaT"p?pductioji ajid will 
have a direct effect on the living standards of the rural poor. 
The major cons-traints to increasing agricultural production are 
inefficient extension services, inadequate supply of agricultural 
inputs and limited availability of credit. 

_JLLD,-1SRD and other donor s are attempting to alleviate these 
constraints through various agricultural "development projects. 
One of IBRD's projects is financial and technical as sistant tn 
the Aqricultura ^De velopment. Rank pf Afghanistan (ADB l. This 
project was initiated in 1964 during discussions with the United 
Nations Food and Agriculture Office. At that time the Govern- 
ment of Afghanistan expressed a strong interest in financial 
assistance to the ADB then known as the Agricultural and 
Cottage Industries Bank. The Government submitted a formal loan 
request to the IBRD in 1967 and the Bank responded by sending a 
team to analyze the ADB's operations later that year. The team 
reconmended a complete reorganization of ADB, including technical 
assistance prior to providing an IDA loan. The United Nations 



Development Program agreed to finance a three-year technical 

own project, would consider providing $5 million n the™c2 of 

8 - Project Description 

-^h ^TJ"-'?' f he ^"-scale farmer has not fully partici- 

Sat „ A 5n! 1Sta ? S devel0 P ir, g agricultural sector This ' 
situation still continues today and results partially from a 
paucity of available agricultural inputs such as credit L 
extension se-'ices. Many farmers work their siSll wreel^of 

rm credH As a^l^™ fa ™ n9 aethods '^rt 
yieT4 oer ™ *L ""'►' I 3 ™'" 9 P™t*es remain unchanged, 
cr!i-%? 5 e constant or even decrease and the small- 

scale farmer produces at a minimal substance level Sow 
farmers, howeve, , have received assistance from the qovernment 
extension services along wich agricultural loSs fSoHE^S 
Uv anT^ have / ealized Ureases in agriculturaT produc- 
tivity and are producing and selling crop surpluses ADEN 
experience has shown that farmers are receptive to new farmi no 

i-iSS ?P° s -- d ^s r ^^-i cu i^? B ioa:r er ' 

SesTfnetn^celves Sl^uST ^ «* ""— 



The project has been developed in concert with the third 
/.JEBIUIfl A loan to th a g overn m e nt of Afghanistan in the amount of 
$12,000,000 and a JktnadjajUholarnatipnal Devel opment Association 
(CIDA) loan in the amount of $4,730,000.~Proceeds from loans 
are to be on-lent to the Agr .cultural Development Bank of 
Afghanistan (ADB) for its agricultural lending operations, 
supporting services, technical assfstance"and" for preparing a 
study_of_t.he fertilizer industry. The details relating to the 
IDA credit are contained in Annex C. The I0A credit including 
its integrated CIDA component was negotiated with the G0A and 
was duly ratified on Hay 10, 1977. The IDA loan committee has 
recommended approval and formal action by IBRD/ IDA is expected 
shortly. The project, as developed, anticipates a $5.0 million 
participation by USAID in the form of a grant to G0A which would 
lend the full amount to the ADB for use in making short-term 
seasonal crop production loans (fertilizers and seeds) to the 
operators of snail farms. In addition, the IDA loan provides 
U.S. 51,756,000 and the CIDA loan provides $690,000 
for these seasonal crop production loans. The total allocation 
for these seasonal loans would be $7,445,000 including the 
$5.0 million USAID grant. A key condition with respect to the 
effectiveness of the IDA loan is the approval of the USAID 
$5.0 million grant for fertilizer and seasonal crop production 
inputs. 

TheJIOA proposes to loan to ADB the funds that are 
provided under Che IDA/CIDA leans and the USAID grant. 
The terms of the loan would provide for a 15-year loan with a 
five year grace period and interest at the rate of 4, 5 percent 
per annum during the grace and amortization periods. ADB wo uld 
be reimbursed for 70 percent of the incremental value oTTts I 

seasonal crop production loans with the base period to be th=« 
year from September 1, 1976, through August 31, 1977, which 
encompasses the 1976 fall planting season and the 1977 spring 
iJlantjna^easoiuy Accurate computation of the base period will 
not be possible until after August 31, 1977. However, present 
indications are that the base will be approximately Afs 600,000,000 
From September 1, 1977 to August 31, 1978 ADB would finance .from 
its own sources an amount equa'' to the base" period sum plus 
30 percent of the incremental amount. It would be reimbursed 
for the 70 percent of these incremental loans with IOA and CIDA 
together handling 23 percent and USAID financing the remaining 
47 percent. Reimbursement of incremental loans (or possibly 
the final accounting if advances should be required) would not 



c^JiTLSIJ S t S, t SS; l 2I 0,l J2. tte »» - spring 
Subsequent retabursaSte^lB nfLr"" 9 August 31 » !»*? 
thereafter until the full T ant £ Sf?.°L an annua1 «**«* 
<«*««* .ate of the grin?! ZSS^LZ SS2 JK,?" 1 B " 

in excSs^flJoJSI ESS £ SET* fra " fo "*r terriers 
source loan would be S S fL^T 126 the ^-USAID graT 
production loans to the ooer1fn~ *5* Sa 7? l W e of seasonal croo 
serviced during the USAln Z^Z $ of small farms as were P 

■iniw. of t W 9 years fj ?owTn^^T nt < d ™^°«n) perTod for a 
collected from borrower ] 3£ff 25 £ s * re1 ^««?. InSest 
by ADB to service if« *„♦ 1 not ** t7ed and may be ui-ili^ 
expenses, tT^ftS^VT 6 "'* to ^-^r operaj j? 
consistent with^^^f J oan fund s and for anv othJZZZ?* 



expenses" ST^^S^^t, S S."S r %SIfi 
consistent withes chart]? *"** and for an * «l^5£2 

responliblf ^llr^^^T^ agency and will be 
"'" utilize the fertlizpr ,^ P ^ ect acti vities. Th2 



-■■»... -uution services of tbp Afota« c *-i" ^ wrwnt and 
;ts fully 0W ed subsidiar^gS^^ (AFC), 

WB- financed fertiliser ^ ^ P roc ure^nd tfistriKifS- 1 -- 

available f^te ^y^JJ^J: '-Pjoved seedfwlu^ 
sponsible for seed n-WpflSfSn^nJTdls^cSS^ " h1Ch ,S 

-Puts'witiout^Jc^ tKeraKrt T T"""* 1 Potion 
cannot hope to increase tSK S3 II ?M SI " an « f< * hdn C ™P faros 
commercial fertilizer 300??^?^ °" and '"comes. Since 
of the irrigable and area Tn 2Eh d °? S * not exceed ten Percent 
Potential for incre^i™ ferJilfS " 1Stan ' there is great 
Jf farmers can obtain ag'rSfJuraTcr^-^ ^° P Potion 
based on the concept of p™ dinq sSl? J ' Th,S P ™ ject 1s 
seasonal production credit S!{^llT a JJsS?T S - l ' ,th adequate 

> lightly compared to total whJ? aDS0,ute amounts but only 

that GOA price policies °? in^ude^r " lt H ass "^ 

small farmers to inert* J Mi I I e ad «Nate incentives for 

'ending record for feTt fS^"' ***** on the AM ? s Est 
rertil, 2er and , mproved seed ^.^ ^s past 



srsyrysr STsKrt ^-^^ 

C- Prior AID Fy pprion^ 

were working Sa™ Slots c^ lan^LT^ t0 fanners «*> 
AiD's assistance was SpiJtlS C fS a Sl" nd Val l2' *« 
subsidiary (1970) of anrf c»hfli ?i finance agency became a 
"arch 21*9 3 UnderloB's SnaS^ incorporated with ADB on 
loans were collected anf tte SH™™ St ° f *%* *"*" fanne r 
mid- and long-term loans. PTOgram ex P anded to include 

considera D bl^ r r^:x?Ls? V r l CU wi?h al '^ eXpeHence ** 

concentrated on the s2?Ffa.£r tIV ™, - y P ro 9 ram s, 35 have 
Taiwan and South Kore^ner^"^ "j [J"]!? to P ro 9^ in 
no special small farmer emrLc! , an "? are small > so that 
also include? 6 o?™e S ?Trlar*2 YTI- 6 ^ but the fl '^e 
disparities in fa« siL^rTSST "h < sL?ffI" ""T * de 

eSSS; c^Ton^K^ 1 ^pSS-ndi^that 
followed^ an U^ln JK?,^ Pr0duCt *" 



USAID's 
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r Some of the p rerequisites to a successful agricultural 
cre<liJL4HlQarja!a--are : farmers possessing viable and economic plots 
of land; adequate irrigation; markets for crops; available 
transportation and reasonable network of roads; agricultural 
extension services; and finally farmers' desire and ability to 
change from traditional farming practices to modern aethods 
which encourage using improved seeds and fertilizer. Evidence 
suggests that all of the above req uirements are present in 
varying degree s in ma ny areas of Afghanistan. Furthermore, 
small-scale farmers who inhabit these areas have the incentive 
and fanning knowledge to increase crop yields if credit is 
available to purchase critical agricultural inputs. 

0. Other Donor Involvement 

The IBPQ anH UNDP are the only donors presently assisting 
thejipj^ This is IBRD/IDA" s third credit to ADB. Initial 
assistance was made available to ADB in December 1970 for 
S5 million followed by a second credit in July 1975 for $13 million. 
Another important donor is UNDP, which provides advisors to the 
ADB and will probably continue this arrangement during the 
implementation of the proposed project. The IBRD also is 
assisting with the expansion of the country's three vocational 
agriculture schools and developing four new schools for agri- 
cultural instruction. These schools train most of the agricultural 
extension agents. The IBRD is involved in the fertilizer 
distribution in Afghanistan and has financed the construction 
of 24 regional fertilizer warehouses for the Afghan Fertilizer 
Company. Additional IBRD/IDA agricultural sector projects are 
the Khanabad Irrigation Project and twc credits for the Livestock 
De. jlopment Project. Other important donors involved in this 
sector are the French Technical Assistance Mission, which is 
active in research and extension services for cotton, and the 
Asian Development Bank which has provided a $14 million loan to 
assist in financing tne development of the Afghan Seed Company. 
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III. AGRI CULTURAL AND RURAL DEVaOPHENT OBJECT IVES AND anfli s 
The Government of Afghanistan's basic development objectives 



are: 



a. To increase agricultural production, 
particularly wheat and other food 
grains to realize self-sufficiency 

in food and conserve foreign exchange. 
The GOA will attempt to increase 
wheat production from 2.V5 million 
tons in 1976 to 3.5 million tons by 
1983.. 

b. Increase agricultural productivity and 
farmers' income by providing credit 
facilities for farm inputs and agri- 
cultural investments. 

c Improve rural families' standard of living 
ar.d establish a more equitable adjustment 
in income disbribution. 

These objectives are reasonable given the size of the rural 
population. The Government is fully committed to actively 
pursue rapid social and economic development in rural areas in 
order to raise farm families' living standards and increase food 
production. Since the vast majority of people live in rural 
areas, it is not surprising that the Government has focused on 
agricultural and rural development. 

Obtaining these objectives may, however, be difficult without 
foreign donpx^sUtance. The overall poverty of Afghanistan 
coupled with the low levels of public and private sector savings 
limits the accomplishments that a Government development plan 
can achieve by utilizing only domestic revenues. 



IV. THE AGRICULTURAL SECTOR 

The further development of the agricultural sector is necessary 
if living conditions ars to impro fo, the majority cf the 
rural population. Agricultura accounts for 50 percent of GOP 
and is clearly one of the most important sectors in the 
economy. Besides providing virtually all of *he food requireaents 
for the rural population, domestic agricultural production also 
supplies most of the food for the urban population. 

The main activities of this sector are wheat growing -rd 
an-mal husbandry. Foodgrain production uses approximately 90 
percent of the total cultivable land area, with wheat *c™>age 
utilizing about 60 percent of the t?;al. Cash crops su- Ji as 
cotton, sjgar beets, fruits ana nucs serve as important foreign 
exchange earners and account for an estiroa : rd 45 rercent of 
total export earnings. Livestock, mainly ii.^ep, contributes to 
export earnings and provides re materials for the local 
handcraft industry. The growth in this sector has been 
modest o«er the past years, partially due to the limited 
utilization of modern agricultural inputs. The use of fertili- 
zers, improved seeds, pesticides and farm equipment h<=ve not 
been employed to the fullest extent possible. Consequently, 
there is considerable potential for increased agricultural 
productivity through a grater utilization of agricultural 
inputs and farmer education programs. 

Over the years, the major portion of development expenditures has 
been directed to infrastructural projects such as power, trans- 
portation and irrigation. Some of this development has focused 
on the agricultural sector to provide feeder roads, small 
irrigation systems, water drainage canals, distribution of 
fertilizer and other modern input; along with extension services. 
Although some capital intensive infrastructural projects were 
constructed to increase agricultural development, total crop 
production has been disappointing. This resulted mainly from 
limited coordination between Government agricultural agencies and 
farmers, coupled with a lack of available credit for agricultural 
i nputs . 



J^l s ?™ b,era 1S t0 •* al Aviated, the Ministry of Agriculture 
and the AOB must receive financial assistance to provide mode™ 
agricultural inputs and to improve faming methods These 
activities include the distribution of fertilizers, improved seeds 
and pesticides, increased extension services and the establishment 
of model and experimental farms. To date, the fertilizer 
distribution program has been the most successful and has made 
the greatest impact on agricultural production. Most of the 
thlAiR Zer dlstributed t0 ^™ers is sold on credit provided by 



The ADB is the only source of reasonably priced credit for 
agriculture. In the absence cf AOB credit facilities, farmers 
must turn to the local money bazaar for short-term loans at 
interest rates which are considerably higher than ADB's. Although 

fraTricu1Srai a credT nSiVe ' "^ fnmn dep " d ° n ** **"*' 



V. FINANCIAL INSTITUTIONS 
A. Banks in Afghanistan 

The banking system includes several different institutions 
with the Oa Afghanistan Bank serving as the main government bank 
providing central bank and commercial banking functions. Other 
local banks are the Agricultural Development Bank (ADB), the 
Industrial Development Bank of Afghanistan (IDBA), the Mortgage 
and Construction Bank JMCB) and two comneroial banks, the Bank 
Mel lie and the Pashtany-Tejaraty Bank. All banks are owned by 
the Government. Da Afghanistan Bank and Bank Kellie handle about 
75 percent and 10 percent respectively of total banking transac- 
tions conducted in the country. 

The local money bazaar provides financial services, 
financing an estimated 50 percent of Afghanistan's foreign trade 
and a considerable amount of local agricultural credit for farmers. 
Financial requirements of most Afghans are satisfied through the 
bazaar or other non-institutional sources of credit. Commercial 
banks usually grant loans to businessmen and companies with 
established banking connections. Government has made a decision 
to establish an Export Promotion Bank to provide an additional 
source of export credit besides what is presently available through 
the bazaar, 0a Afghanistan Bank and the two commercial banks. 

The development of institutional credit for agriculture 
has just started to make inroads to farmers' credit requirements. 
The majority of loans for consumer and agricultural credit comes 
from the bazaar, merchants and friends. In 1972 total institutional 
credit was $38 million, which represented less than 4 percent of 
agricultural production and was directed to about 2 percent of 
the rural households. 

B- The Agricultural Development Bank (ADB) 

The ADB is the only source of institutional credit for 
farmers in Afghanistan. This bank was started in 1954 by the 
Government to fulfill credit requirements for the agricultural 
sector. After years of difficult operations, the bank was re- 
organized in 1969 with a UNDP Technical Assistance Mission 
participating in management and training since September of that 



year. A consultant firm has been retained I 
of West Germany) to develop the Ag Bank's < " 
"""lake ■ " 



'ana co underta jcemanageroent and trajjijLagjcesponsi b~i 1 iti es". The 
team consistToFa- ge n er al ma nager, credit advisor and an account- 
ing advisor. In conjunction with the technical assistance 
?^ e ^ t » the rnt * >r " aM ' n " al *»»* fftr Pffr" c< -"^»'"n arrt l>yr1opm?nt 
(IBRD), through the I nternational Development Ass oci ation frpfii 
provided a loan in 1970 tor $b million to finance "a thre€yyear 
lending program by the ADB. After successfully completing this 
project, IDA provided a second loan for $13 million in 1975. These 
funds are fully committed. Since the reorganization and IDA 
assistance, loan disbursements increased from 44 loans for 
Afs 2.6 million ($52,000) in 1970 to Afs 715.6 million ($22.7 million) 
for 47,764 loans at the end of 1975/76. The average size of a 
loan was Afs 14,981 ($300) in 1975/76. The most important lending 
activity in A^Bank^_jofifiEajtions_jjs. short-term loans for agricultural 
inputs, which in 1975/76 represented 71 percent cf the total loan 
portfolio and 98 percent of the total number of outstanding loans. 

The ADB operates under a Government charter which allows it 
to have an efficient and flexible management. Its policies and 
guidelines are developed by governmental officials, consisting of 
Ministers of Finance, Agriculture, Planning and Commerce, the 
Da Afghanistan Bank and including the president and general 
manager of ADB. The operations of ADB are departmentalized into 
offices of credit, finance, administration and staff. There are 
thirteen main branches and five sub-branches scattered throughout 
Afgnanistan. See Annex D for a n>ap showing ADB locations in 
Afghanistan. Most of these branches are relatively new and are 
developing into important sources of agricultural credit. New 
branches are only opened following a feasibility study to 
determine the demand for agricultural credit in a specific area. 
ADB plans to open two branches each year over the next five years. 

The president of ADB is the chief executive officer and he 
is assisted by the departmental vice presidents. ADB managers are 
usually university graduates with several years experience. The 
bank employs over 894 persons, which includes 348 professional 
staff and 85 women. The increase in professional staff reflects 
the success of ADB in recruiting qualified persons. 

The services and operations of ADB are administered through 
four departments, each headed by a vice-president, located at its 
head office in Kabul. These departments are: credit, finance, 
administration, and staff. A fifth department, supply, was 



functional",/ separated in March 1976 to fortn the nucleus of a 
(JES? 6 s " bs, 2 ,ary V A r cu,tur * ] Chines and Ser^^any 
w*?L f ^ E f0r the ADB ' S organizational chart?Tte 
functions of each department are as follows: *-«"«•• «ne 

(1) Credj^^arbnent is responsible for all credit 
^J!l^^lvr v1ce ' pres1dent is assisted by an 
assistant credit manager. The operating divisions 
r?Jti> C - U f UOt !> ^ redit ser vices, fertilizer and 
credit implementation. The credit services division 
r^fLt™ 1 a PP™' ses 1o ^ applications, prepares 
recordations and supervises disbursement. The 
credit implementation division ensures compliance with 
?E~? r* uirement s. P^pares the \o*n^£££?" 
llflLtf urs f Knt s ^ hedu1es a «d is responsible for 
safekeeping of security documents. The fertilizer 
division is responsible for organizing and controlling 
the disbursement of loans under the fertilizer credU 
program. The collection division is responsible for 
recovery of all non-fertilizer loans madefy ADB 
This department has reasonably competent staff 

finance Department consists of three different 
divisions: the customer division, which performs all 
banking services for the customers; the account 
ahr '/r?° nSlb,e for al] accounting work of 

A'-B and balance sheet division which is responsi- 
ble for preparation of financial matters. The three 
division heads report to an assistant finance 
manager who is responsible to the vice-president 
llTlolo 3 posit 1 on whlch h as never been filled since 
the 1969 reorganization. The expatriate finance 
onager who previously headed the department changed 
1^ adv1sor * position as of September 1975 at the 
TnTZfr 1 ? f the . third P h ase of technical assistance 
The department continues to be deficient in middle and ' 
hi gn level staff, m view of the expanding size and 
complexity of ADB operations and resource problems 
tne capability of the department needs to be s Sth- 
ened ,n severa areas. The position of vice-president 
finance as well as the two vacant positions of 
division head need to be filled. 



(2) 



(3) Administration Department has two divisions, 
personnel and administration, dealing with employment 
and general administrative functions. 

(4) Staff Department is directly responsible to the 
president and general manaaer. It consists of the 
following divisions: secretariat, training, inspec- 
tion, organization, and research and statistics. The 
organization division is responsible for drafting job 
descriptions, updating organization charts and 
identifying staff shortcomings and needs. The 
inspection division, recently established, acts as the 
internal auditing body, verifying compliance with the 
regulations and procedures in force. The research 
and statistics division is responsible for the collec- 
tion, preparation and evaluation of all external and 
internal statistical data concerned with ADB's 
activities. 

ADB is in the^ processes of strengthening its organizational 1 1 
structure by increasing the professional staff; decentralizing | 

operations by allowing the branches to exercise greater authority; >l 
.in<i improving the banking activities that involve lending to || 

Mna'l -scale fanners. ' 

Branch offices are receiving a greater number of technically 
-trained S.£aff to carryout loan ..aeeraj sals, approvals and super- 
vision for mid- to long-term loans. "By concentrating on these 
functions, ADB personnel become knowledgeable of borrowers' 
financial situation and are better prepared to assist the farmer as 
well as determine his credit worthiness. This enables the ADB to 
ascertain which prospective borrowers are likely to have the 
ability to raise and market crops and repay ADB loans. Greater 
knowledge of the farmer will eliminate some of ADB's risk in lending 
to farmers. Advantages of becoming better informed of a farmer's 
business and farming practices could lead the ADB to relax loan 
collateral requirements. Improved loan supervision should be 
-mother reliable source of loan security for the bantc. 

Future organizational plans include th p delegation nf 
author i ty_.tp..lJ^_as_s.J5J;axtL-b£aar.h .managers ^usd dixisionJaeads of 
the credit department for mid-_and lo,ng^enT!j&ajis. These officials 
already have the authority to approve group fertilizer loans. 
Additionally, all branches will have a deputy branch manager who 



will be responsible for f ertilizer lo ans and work closely with the 
bank officer responsible tor fertilizer credit. Furthermore, the 
deputy branch manager will assist the fanner in preparing cropping 
and financial plans as well as advising him of the appropriate 
quantity of fertilizer application to specific crops. Experience 
from previous years has indicated that the permanent field staff 
available for the review and collection of fertilizer/seed loans 
is insufficient. Consequently, -65_additiojia 1 field staff will be 
"^empjayjfl t h i s .year , which will increase the ADB permanent fertili- 
^ ze r .staff to- 16fiL-oecuuLS.. All newly employed staff will participate 
in an intensive, three week training program in Kabul. During the 
peak of the fertilizer distribution period, ADB hires 45 to 95 
temporary staff to assist the branches. 

ADB recognizes the importance of training employees and has 
established well developed training programs for various categories 
of staff. 

The basic training program was established in 1971 and is 
composed of on-the-job and classroom training carried out by ADB 
staff. The course duration is 12 months, and various aspects of 
banking are covered. The trainees, who are college graduates, 
are employed as bank professionals on successfully passing the final 
examinations. The most recent class completed the course in 
December 1976, with 29 trainees passing the examination out of a 
class of 29 candidates. The 1977 training course has 29 candidates, 
including 11 women. 

The field inspector training program was started in 1972 with 
the objective of improving ADB's field service. Most of the train- 
ees are college graduates selected by means of an entrance examina- 
tion. Since its inception, 73 trainees have completed the program, 
and are employed in various positions at headquarters and in the 
branches. The recent group of 19 field inspector trainees have 
been assigned to the fertilizer program. 

^Special training courses for middlejgiana g egeot .were estab- 
lished at the beginning of the third phase of the UNDP Technical 
Assistance Project. Beginning in March 1976 a series of 12 courses, 
each of three months, are being conducted by the expatriate staff of 
i ADB. The courses are: agriculture and agricultural institutions, 
| bank organization and internal inspection, agribusiness financing, 
I computerization of accounts, credit supervision, preparation of 
J annual balance sheets, personnel planning and cost forecasts. Each 
| course has an average of 10 participants. Over a period of three 



years all the middle management personnel of AOB are expected to 
have gone through this training expectea to 



nng. 



In addition to the internal training programs, a fellowshin 
StirS KTV* b tl n9 £ 0nducted ^tsidYoAbT' ?o dalTa P 

«fS^5« Pe r SOm t 1 by s P ecia11sts f ™ headquarters. RegioSl 
Sween^rLr^^f'* 5 ! re ***** planr( * to ^scuss problems 
between branches and headquarters and coordination of field wort™ 

The objective of the ADB is to improve the econnmir 
conditions of fanners and increase fara prSSclivUy S 

TJ^r.L^l 01 ' r01 - l n ^ P romot ^« <* agricultural development 
in its capac ty as virtually the sol 2 source of agricultural Credit 

Kr^J I'^l f™^ The bank supplies a ^d e range of sh^rl- 
term production loans for purchasing fertilizer, seed and plant 

SEES «' °" 5er tW ? ,ending 1s for factors and fan! implements 
irrigation equipment, livestock development, agribusiness invest- 
ments fann mechanization and on-farm development. ShSUem 
•ertil zer loans are made in kind and are secured by joint aid 
several guarantees, while medium-term loans are made IVth 
coul S tl°r?i , n °H te -- Lon 9" term lend i"9 is secured by fixed assets as 
rnll nVil " d ra !Z!! r ! are re ^ ir «i to provide 20 percent of the 
imlpilnS Tn St,nent ' T ept for " ater whee1s a "d animal 
fXlS^i I ^ ,T' *?* lon S-terB loans are made only after proper 
omSl r J^h"]" 1 aPPraisals have been conducted by ADB 

and £ It JZ 6reSt ?, eS Charged on loans are 10% f °r short-term 
and 82 for medium- and long-term lending. 

afc* iJIl?i fertni ? er p r°9 rain is endorsed by the GOA with ADB and 

AFC* jointly managing the activities of the program. The GOA has 

agreed to compensate ADB for fertilizer loaEs in default for periods 

exceeding one year. Short-term lending for agricultural inputT 

especially fertilizer, has become ADB'? aiajor activity The 

vsleTwKr f r/ ertll1Zer and SeedS 1s an informal and effective 
Ind ™n?S™? deludes reviewing a farmer's group loan application 
Ip^hfir " 9 ^ e P C 10r ^^"t record as well as the number of 
leribs under cultivation. Loan security is arranged by joint and 
several guarantees of five to ten farmers. There is no individual 

SS^T™ 1 " 1 f ° r -° anS Under the utilizer credit program 
Farmers in groups or individually contact ADB branch fertilizer 

♦Afghan FertilizeTCompany (AFC) is the only fertilizer distribution 
orgamzat;on in the country and is a wholly owned subsidiary of ADB. 



appraisa, .'sine S'adb'S^s ™ 'r34f ^0^^^ "° 

for a sa.p,e .PPl.S^^^^&'H;; S ~ *-« F 

the technical appra lal" are SL I^tSf? 1 ' ?""• ,f "««*»*. 



million ($14.7 million), an increase of Afs 315.1 million ($6 3 
million) from March 20, 1973. Authorized share capital is 
Afs 1,000 million ($20 million), of which Afs 577.2 Billion 
(S11.5 million) was paid-up as of March 20, 1976. Reserves and 
retained earnings amounted tc Afs 155.8 million ($3.12 million) 
as of March 20, 1976. Paid-up authorized share capital increased 
to Afs 605.1 million ($12.1 million) and total equity is estimated 
at Afs 850 million ($17 million) as of March 20, 1977, the end of 
ADB's fiscal year. Operating funds were provided initially by 
Government's equity contribution, then augmented by long-term debt 
and ADB's annual retained earnings. Refer to Annex G for detailed 
balance sheets for years 1973 through 197fi. 

The bank's loan portfolio increased nearly five- fold since 
19/3 with the number of executed loans growing from 462 in 1972 to 
47.764 in 1976. During this period, greater emphasis was made to 
reach the small-scale farmer, resulting in an average loan 
decreasing from Afs 471,853 ($9,437) to Afs 14,981 ($300) and 
fertilizer/seed loans averaging Afs 9,300 ($186). In earlier 
years farm mechanization loans dominated ADB's portfolio - 436 loans 
valued at Afs 118,034,000 ($2.4 million) in 1973 compared to no 
fertilizer or seed loans. Since them major lending changes have 
taken place. In 1976 farm mechanization loans numbered 466 for a 
total amount of 93.032,000 ($1.9 million) , a slight increase in 
number of loans but a lower total Afs. Meanwhile, 46,784 fertili- 
ser and seed loans were made in 1975/76 for a total value of 
Afs 510,142,000 ($10.2 million), representing 98 percent of total 
nurcber of loans executed and 71 percent of the total Afs authorized. 

Loans are financed primarily by Government equity, long-term 
debt, and time-deposits. Internally generated funds such as 
retained earnings provide minimal funds for expansion of ADB's 
loan portfolio. If the overall objectives are to supply a 
greater volume of agricultural credit and to expand the loan 
portfolio then ADB must rely on external funds. Historically, 
the bank's growth has followed this path, as is evident from the 
sources and uses of funds analysis in Annex H. Debt, time deposits, 
equity, and to a small extent, demand deposits, have all been 
financial sources to meet the bank's lending requirements. Some of 
the latter funds are 90 to 180 day deposits and therefore are 
difficult, as well as imprudent, to match against one year loan 
maturities. Only in 1976 were time deposits drawn-down prematurally 
in order to meet short-term obligations. This, however, necessitated 
ADB to incur short-term borrowing from Da Afghanistan Bank (DAB) in 
order to maintain liquidity. During this period ADB's total mid- and long- 



term loan portfolio value decreased by 47 percent for the first 
time since 1970, although the number of loans increased by 32 
percent. Withdrawal of time deposits could have affected AOB's 
ability to increase the volume of long-term loans. 

In 1975/76, long-term resources served as sources for 
both short- and long-term lending requirements. Usually, short-term 

Stion U M d:J e f? liZer l03nS h3Ve ^ Satisf1ed ^ sfcrt-S. f^ds. 
Additional debt financing is necessary if the bank's leiriirw 

E dt, °Anp? re t0 -? r ? W K at apace t0 match borrowers' demands for 
llZ*'* k?? <*P}M base is conservatively structured with long- 
term oebt to equity at 0.65 to 1. Financial leverage could be 
increased by increasing debt/equity rates to 0.70 to 1 without 
jeopardizing the overall financial position of ADB Annual 
interest charges are covered 5.2 times by gross earnings, an 
adequate margin of safety for development banks. 

Agricultural credit loan repayment records indicate that 
slightly over SO percent of long- and medium-term loans and 65 
percent o. short-term loans were repaid in 1975/76 Bad debt 
losses on medium- and long-term loans are fully covered by a 
provision for doubtful debts and short-term loan defaults are 
romp.eteiy covered by the Government's guarantee for full reimburse- 

Operating expenses in 1975/76 showed a marked increase of 
.>'.- percent over the prior year, resulting in operating expenses 
reaching a. 7 percent of average loan portfolio compared to 6 3 
percent in 1974/75. Consequently, net profit dropped to 4.2 percent 
or the loan portfolio compared to 4.7 percent in the previous 
?«™',-,r « the 1oan P° rtfo1io increased by 12.6 percent over 
19/4/75. Return on net profits were lower for three reasons: 
UJ although total value of loans made in 1975/76 were 11 percent 
less than 1974/75, the number of loans dropped only 1 percent, 
resulting in a decrease in average loan value from Afs 16 772 V 
($335) to Afs 14,931 ($300) which increased loan processing 
expenses; (2) ADB's net profits for supply operations dropped by 
Irf., percent amounting to Afs 7.5 million ($150,000); and (3) staff 
production/efficiency showed a decline from previous years; 
primarily caused by extensive recruiting and training of 261 new 
employees, representing a 49 percent increase. These are character- 
! st i" . of a rapidly expanding organization experiencing operating 
inefficiencies. In this situation the principle problem is 
attempting to throughly and expeditiously train newly hired staff 
to perform efficiently with the minimum of supervision by middle 
management. 



AOB continues to provide local training and intends to 
strengthen the training program by sending a few employees overseas 
for advanced training. The supply department of AD8 has also 
grown quickly and presently requires greater managerial attention 
than the bank's overworked management can provide. Therefore the 
supply department will be separated from ADB's inmediate management 
and developed into a subsidiary company, Agricultural Machines and 
Service Company, owned and controlled by ADB. 

Although net income reached a plateau in 1975/76, gross 
earnings on banking operations increased by 34 percent to 
Afs 149.4 million (S3 million) and total revenues, combining 
banking and supply aerations, grew by 21 percent to Afs 186 5 
million ($3.7 million). Clearly, the potential for increasing the 
loan portfolio and net earnings is favorable over the next few years. 

Fertilizer and seed loans, the mainstay of AD3's profits 
have increased from 1,434 loans totaling Afs 11.5 million ($0 2 
million) in 1971/72 to 46,784 loans amounting to Afs 510.1 million 
(>10.2 million) in 1975/76, with 1976/77 estimated at Afs 600 
million. In 1975/76 this category of loan produced 50 percent of 
ADB's net income and should represent 55 percent of net income in 
1976/77. With the Government's loan default guarantee and the 4 5 
percent average cost of capital, the ADB incurs minimal risk in 
lending to small-scale farmers. 

Pro forma balance sheets and income statements for ADB are 
presented in Annexes I and J respectively. The estimated increase 
in loan disbursements is about 15 percent per annum with lending 
activities continuing to move toward smaller loans. Net loan 
portfolio should increase to Afs 4070.3 million ($81.4 million). 
Loan volume, however, is given no greater importance than strength- 
ening the lending and operational effectiveness of the ADB. The 
bank's lending cash position varies over a range of Afs 426 8 
million ($8.6 million) to Afs 140.6 million ($2.8 million) from 
1976/77 through 1981/82. This assumes that liquidity requirements 
will be more predictable with no wide oscillating cash movements and 
ADB receives timely loan repayments. Frovisions for loan defaults 
are increased sufficiently to cover mid- and long-term loans. Net 
income after taxes is estimated to remain fairly stable and then 
gradually increase as the bank improves operating efficiency and 
maximizes financial leverage. Based on past loan repayments, ADB 
should have no difficulty in meeting its debt obligations to the 
Government and to lending institutions. ADB's future financial 
viability and managerial strength depends on its ability to: 
continue active staff training programs; improve loan repayment 
rates; develop a system to cover losses on short-term lending; and 
improve operating efficiency. 



VI. THE AFGHAN FERTILIZER COMPANY ( AFC) 

Through USAIO financial and technical assistance the AFC was 
established in 1973. It has the responsibility to p^Lre store 
transport and distribute fertilizer throughout^ Kr/as weTi 
as advise farmers of the appropriate quantity of fertilizer and 
dT« 5sn 6 r 2X-! Cat T/ 0r TT' AFC has its *»™ off Jf i„ fata! 
o P uf tie count™ ^l^ ^ 600 «*l«Vees scattered througT 
?"L ?L ?u y " /. ert7ll zer storage capacity approaches 80,000 
tons and the erecting of 69-800 ton capacity warehouses if n 
various stages of construction. See Annex L for organization 

Retail fertilizer prices are established by the Government 

A? li e 000 e r5 lA AfS 9 i°° {$192 l Per " etric t0 " for '^ea aT 
Ats 11,000 »220) per metric ton for diammonium phosphate (DAP) 

I^nwTJF 15 db °^ $4 ?, hi 9 hei ' thd " th * world price and DAP 
JlaS 2t J*™ current world price. The Governments domestic 
piant at Mazar-i-sharif supplies urea to AFC for Afs 7 500 ($150) 
A?s 7 loo(\^ nC]U V r ' 9 ^^^tion. This is a reduSio of 
£ ™2°j bS0) Per - t0n > 1nce 1976 - The ? 1ant 's «^a production 
is cjrrently averaging about 30,000 metric tons per year and 

Af?Jr C iJ£n Cd ^ C ! ty ^ estimated 5t 105,000 metric tons per year. 
After 1980 additional urea will have to be imported or a second 

Pr^nNv^ifnS •" ° rder * h3Rdle expected Utilizer deS 
Presently all DAP is imported. 1978 DAP requirements are 
estimated at 32,000 metric tons. ^uirements are 

th h°1976/77- iS annUd1 fertilizer distribution from 1973/74 



Year Urea 

1973/74 30,706 

l*?74/75 42,356 

1975/76 50,909 

197b/7/ 54,271 

1977/73 64,000 

*In addition to Urea and DAP, a total of 2 247 
metric tons of triple super phosphate, potassium 
sulphate and single super phosphate were distri- 
buted. 



Total 

44,615 
62,465 
69,749 
81,173* 
96,000 



AFC has been almost entirely dependent upon Government 
funding to meet Us operating expenses. Until Governments 
recent decision to provide Afs 500 million ($10 million) cash 
infusion and reducing the cost of urea, the GOA had £m on?£ 
small amounts of subsidies and other payments to AFC. The 
Government reduced the price of urea in an attempt to improve 
AFC s financial position and to decrease the need for future 
subsidy payments. Another financial burden that AFC carried 
during 1973/74 and 1974/75, was an agreement with ADB to assume 70 
percent of the financing for fertilizer loans which ADB madl^ 

a^ Sfli 7 ^\ A L WaS P3ld 30 percent of the value of 
7n niZlll "I r ^ ,s J rib "ted on credit by ADB. The remaining 
70 percent of the loan amount was credited to AFC's time deposit 
account at ADB and earned interest for the year. Thi s procedure 
was changed ,„ the 1975/76 fertilizer credit program AF?was 
paid 71 percent of the fertilizer credit loans and the 

r Z a lT^l 9 P6rC 5 n L W3S ^ ]d in AFC ' S time de P°~>'"t account until 
the farmers repa!d their loans. Essentially, AFC finances 29 
percent of al small fanner fertilizer loans and earns 3 percent 

Ax ere f«nH° n L' 31 AfS Credl ' ted t0 its t1me de P° sit accounE at 
2* i ?! the P r ! sent arrangement with ADB and since the GOA 

considerably compared to previous years. Below is an estimated 
source and use of funds statement for AFC's recent fiscal vear 
ending on March ?0, 1977. - ' 

^g- e of Funds (Millions of Afs) 



7^8.0 
13.0 
270.2 



Cash balance 
Cash sales 
Receivables from ADB 
Total 

Use of Funds 

Accounts Payable for: 

Government for Repayment of FA0 

and Japanese Fertilizer Grants to GOA 
Construction of warehouses 
GOA fertilizer plant for urea 
Subtotal 

Projected Purchases: 

26,000 mt of DAP P7Q n 

8,000 mt of urea *i| n 

Agro Chemicals ^ n 

Subtotal - Jc-" - 



12.0 
20.0 
16.0 

*or 

664.0 



Use of Funds (cont'd) 

Operations: 
operating expenses 
freight cost for fertilizer 
capital budget 
Subtotal 

Total 

Increase in Working capital 

The Government and AFC informally requested the entire 

mo r , J££X&Et SSI'S]? r » 3»~ *pSSSi„ dap. 

ss. t t s p srsj , c2--r-M ^ WS'iEi; ? a ? s * Thi5 



VII. PROJECT ANALYSES 

A. Social Analysis and Beneficiaries 

Fanners who receive seasonal crop production loans will, 
i n fceepi ng wi th AI ' s smal 1 f anner mandate , be. sraal 1 fanners wi th 
irrigable land holdings averaging approximately 10.7 jeribs or 
approximately 2 hectares (1 hectare = 5.0 jeribs). The analysis 
of ADB unpublished statistics covering its fertilizer/ seasonal 
crop loans to 47,370 borrowers under its joint and several 
liability group procedures during the ADB's fiscal 1975 year 
(March 21, 1974 - March 20, 1975) firmly substantiates the fact 
that small farmers have been the beneficiaries of ADB's seasonal 
lending programs. Insignificant numbers of fertilizer loans were 
made to individuals on a non-group basis (only 11 farmers in 1974, 
2 in 1975 and 1 in 1976). A summary of these ADB statistics 
classified according to area of irrigable land is included in the 
following table: 

SUMMARY OF ADB GROUP BASIS 

SEASONAL CROP LOANS 

FOR 1974/75 

CLASSIFIED ACCORDING TO IRRIGABLE LAND AREA 



Size of Number Percent Total 
Plot of of Land Area 
(Jeribs) Borrowers Borrowers (Jeribs) 



Percent Average 

of Jeribs Per 

Land Area Borrower 



10 and less 

10.1-20 

20.1-30 

30.1-40 

40.1-50 

50 and more 



33,670 
8,328 
2,768 
1,247 
1,284 
73 



71.1 
17.6 

5.8 
2.6 
2.7 
0.2 



178,992 
134,069 
75,870 
46,949 
63,495 
5,589 



35.4 
26.6 
15.0 

9.3 
12.6 

1.1 



5.3 
16.1 

27.4 
37.6 
49.4 
76.6 



TOTALS 47,370" lOO 504,964 lOOJO 10.7* 

*Column is non-additive 

**Final accounting recorded an additional 37 borrowers, for a total 
of 47,407. 



47 407^11 JSli 6 ?™ 74 ^ the ! • e ^ age l0an P er ^^o^ 1 - f or the 
4/.407 small-scale farmers who participated in the group fertili- 

InuTilFJUHE? *V M t 8 » 827 ($177) w,th the t^ «£ ng 
Sr S SJMI 9 ' 000 - F ° r the year 1975/76 the comparable figures 
for 46,784 borrowers were Afs 10,904 ($218) per borrower withT 
ota loan volume of Afs 510,142 000. Co^SEle fTSes fi? 
1976/77 were Afs 9,979 ($200) per borrower for 57,435 bSroSrs 
amounting to Afs 573,132,000. Since the average loan peTSrlwer 
ELr"-?* relativel > s *»Me "1th an increasing voluSI of SSl 
lending, it seems reasonable to assume that the complete small 
farmer bias remains. Loans under the project derived from USAID 

XS r SnS n 2 S ^ 6XPeCted ^° aVerage a PP^^tely Ss lS!oO0 
(US $200) per borrower with a size distribution similar to that 
demonstrated in the table. It should be clearly recognised that 
loans which average Afs 10,000 are very small from an insIiStiotal 

for In'!"? ;" 1 T" thOU9h they are handled «i a group basis 
for loan safety and peer pressure collection purposes As ADB's 
group-lending expands there is a strong possibility that theaJll 

average STze o, loan decreasing to less than Afs 10,000. 

Farms with up to and 

f£" 6 ^T 5 ° JeribS i l ° nectares > of irrigable land are, in 
fact, small farms given the variety of farming conditions in the 
various areas of Afghanistan. For example, there are oTfferUces 
in the supply of irrigation water from year to year even in the 
areas tavored with large upstream impoundments. In areas which 
^sll^r^f f1 ° W d S under 9™* «™l*. the variations may 
t , tht 1 farmer l »ho operates 50 jeribs or more of "so-called" 
]Z1 9 m - la S my °rty ^ ab1 * to provide water for part of his 
and during the primary cropping season. Water may be more 
1 miting during the second crop season (double cropping) and 
nllZl V nd ° ther factors "«y severely restrict second crop 
potential. This is particularly obvious in years like 1977 when 

teloVaveTage ^ m ° UntainS 1s 1ight and strearo fl °* "111 be 

USAID's $5.0 million grant when allocated to seasonal 
111 .U 12er a C ^ P P roduct ion inputs loans averaging Afs 10,000 ($200) 
per borrower woud provide credit for approximately 25,000 fanners 
initially without considering the rollover of repayments durinq 

. nl,% r ^ d th8t A ? 1 has aCC6SS t0 the P rinc1 P a1 s ™ « provided 
under the proposed loan from G0A. Afghan extended families tend 
to be large with from 6 to 9 or more people being dependent on 



a farm unit for their subsistence. Assuming an average of 
approximately seven members per family, approximately 175,000 
individuals could be er.pected to benefit from the first rollover 
Subsequent rollover during the five year grace period could 
provide for approximately 12F ,000 additional loans and 
875,000 additional family members benefiting in view of the 
incremental lending character of the program. 

The group credit program as presently structured is 
restricted to landed fanners. In order to be included in a 
joint and several liability group, the farmer must be able to 
demonstrate ownership through the presentation of a land tax 
receipt. These are certified for the groups by an authorized 
representative of the land office. The other signatures required 
are those of the village chief, who confirms the addresses 
and fertilizer needs of the group members and by the extension 
agent, who also attest to the land ownership of the group. The 
Sub-Governor confirms the identities and addresses of the village 
chief and land office representative. Neither down payments nor 
security are required. Inability to demonstrate ownership of 
land obviously frustrates some would-be fertilizer credit users 
but no statistics are available to quantify the numbers who 
claim land ownership but are unable to demonstrate land title 
ownership. The new land reform law is expected to clarify the 
land ownership status of increased numbers of farmers during the 
fertilizer credit project implementation period. ADB personnel, 
interviewed during a field trip to Kunduz and Baglan Provinces 
in northern Afghanistan, indicated that the number of such individu- 
als are small now that G0A has implemented a scheme designed to 
bring about the taxation of land for all professed land owners. 
Cooperative agents pointed out that farmers who cannot demonstrate 
ownership of land but who are members of cooperatives are eligible 
for fertilizer credit provided that they have paid in the required share capital 

The group approach excludes from the group credit scheme 
individuals who operate as sharecroppers under the prevailing 
buzar system (usually provides labor in exchange for one-fifth 
of the crop), the kashtagar system (provides labor and other 
production inputs, usually in exchange for 40-60 percent 
of the crop) or the agradar system (a land rental arrange- 
ment based on annual rent, usually 3 to 5 years with the 
rent based on known land productivity). Share croppers are 
common, even on very small farms. A small sample of farmers 
interviewed in the Kunduz and Baglan areas indicated that their 
sharecroppers do benefit from the increased production resulting 



from fertilizer use. It is recommended that the eouitv of th« 

factor for sorce, tl*^3taS1l£X^V,£^ ,t, ''• 
indicated that there was seldom any difficuUv for % I? n* tey 

compares with 130 seers of wheat per jer\rLuUi^"f™ L 
use of fertilizer and improved seeds They were 1 ^n^ - 

t2S ► o^oo" h Srt?S° n S t h at S B that the SyStem "° rks *~tual 
beneri.. or both parties. The ADB now has the experienced sfaff 

addirT™ off A J adjusting its organization through the 
addition of a deputy manager in each branch office with 
responsibilities for the fertilizer lending progrL Sther 



supporting staff are being assigned to district offices. The 
ADC will have the capability required to provide the expanded 
fertilizer credit services arising from this project. 

It is estimated that incomes on most irrigated farms are 
low with 7-15 jerib farms having incomes of approximately 
Afs 5,000 ($100) per capita. In view of the 'ow and uncertain 
rainfall, dryland farms use little, if any, commercial fertilizer. 
It is assumed that A0B will rarely finance fertilizer for dryland 
farms and therefore dryland farming is excluded from consideration. 



Although the sizes of land holdings may vary widely within and 
among the important agricultural production areas of Afghanistan 
the ADB's fertilizer lending program is directed toward small 
farmers as previously stated. Afghan fanners are influenced by 
their religion and strong tribal loyalties. They are hard working, 
independent and conservative but seem to be willing to cooperate 
in those instances where mutual interests are involved, such as 
constructing and maintaining prirative irrigation works. The 
joint and several liability groups seem to be culturally accepta- 
ble and there is a growing interest in cooperatives. Cooperatives 
are allowed to borrow up to ten times the members paid in share 
capital. ADB financing of fertilizer and seasonal crop produc- 
tion inputs for cooperative members through their cooperatives 
increased from Afs 16.4 million ($0.3 million) for 24 cooperatives in 1974 
to Afs 41.4 million ($0.8 million) for 57 cooperatives in 1976. Coop- 
eratives are able to obtain credit at 9 percent per annum and receive a 
discount of Afs 20 per 50 kg bag of fertilizer. Farmers pay the 
regular interest rate of 10 percent per annum and savings accrue 
to the cooperative society. 

The role of women in the rural villages is likely to remain 
little changed as the result of the project. The increased incomes 
generated as the result of the project can be expected to provide 
some uplift in the levels of living within the family unit. Some- 
times increased incomes provide the basis for the financing of 
another ftwle presence in the household. The role of women, 
however, is increasing in the ADB. At present the ADB employs 
85 women and 11 women are now enrolled in an intensive accounting 
course out of a total 3nrollment of 29 persons. Women are 
performing clerical services in some of the ADB's branch offices. 
It is highly unlikely that women will be employed as field 
inspectors since this would not be culturally acceptable in the 
villages. 



B - Short-Term Credit and Ferti lizer Demand and Supply Analv 

Potential demand for fertilizer financed by short-term 
agricultural credit exceeds significantly ADB?s present financial 

sales financed 58 percent of fertilizer pramWnT and c£? 

fanners become aware of the larger crop yields that can be 

deductjon, rema ning land area is 8.3 million jeribs, lels 
13 million jenbs using fertilizer this year, result no in a 
balance of 7.0 million jeribs multiplied by 75 kgs o> J2t lizer 

Of r tnfs n esSL?J°H tal °I 5 ff '°°° mtric t0 " s of fertilizer 
estimated demand, 65 percent or 341,250 metric ton* 
would probably be financed by credit. This would indicates 
credit demand of about $69 million based on ^eseni reta f * 
fZlll] PP1CeS 1n Af 9"anistan. If the ADB is to assist in 
financing a portion of the projected fertilizer demand then 
BHowTa "P\ ta V s . r *> u1red ^ short-term agr^UuraTloans 
growth rate nrniSr, n9 - Strai9 t ,t -] 1ne and funded estimated 
?Sf tZn !',K Jec d rrom actua ' fertilizer sales in years 
973 through 1976. Also included is the GOA's projections shown 
»n its Seven Year Development Plan (March 1976-March 1983) 



Total Fertilizer Sales on Metric Tons 

Projection 



1973/74 44,615 

1974/75 62,465 

1975/76 69,749 

1976/77 83,420 

"w'l ,*•£ '«.»} .36,500 

ra if II »"s 

1983/84 57,837 281 795 368,100 

l984 ' 85 8?i?fi 2JH£ 

1985/86 iSS S?;S : 



t"S„«J-«- «;<n9s. encourage faSSi tTStnia fwtnlk- art 

funds that provide capital for expansion-net promts ISck 
issuance and long-term debt. For ADB the latter -netted XL 
TSf P £? 1Cal and + e f f1c1ent solution, «s2Sft5?Sst o >%- 
l^-lJii wcr . emen ^ operating costs are less than interest 

TZSi^ "J*™"* 1 >V «e «M, since the ADB is government owned 
SJSS of fnE! ? Pti ° n ? ,r * cap * Me ° f Priding !^kl y Tr£ 

iHS» area's *k* '-«- 



c - Financial Analysis and Plan 



^ 4m K. Pr ° jeC ^ cos ? 1s $5 nill 'on which would be all local cost 
reimbursement, unless AID agrees to advance $1.5 ill lS to MB 
for on-lending to AFC to purchase DAP i «c*«5 iLiI *•. 

donors' f«bW/U)B-5 c2wBSf«f^^^a!!?^' 
IT 1 ] ^ P est1cid es and seeds. Pesticide" hSver iifl 1 
be eligible for AID financing under this project? 



AID (grant) $ 5,000 47 

IBRD/IDA (loan) 1 755 17 

CIDA (loan) ' 69 S $6 



ADB 



30 



Note: Rate of exchange used in this 
paper is Afs 50 equals $1.00. 

loans to <™n S c ar ? e | rmarked for fertilizer and improved seed 

year and the total amount made in the previous year. 

AID will disburse funds to ADB upon official GOA/ADB 
ATha S s S n^r Pdni ? d b 2 eV i denCe that ?he an^unt claimed from 
were ac%™f,S e ^ al : eady ? aimed b * ADB ' th *t short-tenn loal 
were actually made to small-scale fanners; and that AID 

0} rE^?V 2 -Tg^ 5 £S^- 47 -P e - reent of the total disbursements 
ff A?D SSSJ-tn^S excep "°" t0 ^aWe procedures ? ffi?S 
it aid decides to advance funds to ADB to on-lend to AFC for 

?£?!£ ° f ?f fertilizer - In the event that Sis oSrs! 
SiKm?" disbursements until 47 percent of ADB" s 
total incremental short-term loans equaled or exceeded tL 
amount of AID'S advance of funds exceeded the 



% 



D. 



purchase an estimated 47 561 tZLir 7^1 1 2 '* T ariaers *° 
loans which would rZllrl na ?!?,??• tf0 ' ,0 t0 about 105 .<"0 

the ADB n n?^nc C ! Pati ° n 0f an Erasing demand for fertilizer 
ITentT oyer" h « to ^S^J^ , ^ t }y?r? l »« SS'JT&O 
500 fanners or about ^fertilizer crn,^ 11 '^ aSent Mn service 
between 5 to lo fanner? iH ^.''pS^wlof'SpS^^^ 
agents are handling approximately 57 M?2il«i\ T fertll -zer 
additional 65 fertilizer aaStTJiii h? ^Hizer loans; an 

buting approximately 150 nm'J^ ? 9 600 / en ters and distri- - 
panding fertilizer credit rI™S„I T ^ ^ ° h a ra P ld1 v ex- 

to purchase DAP on tte »r"S «£&t '^ s S M .,!! 0r Ji n ?. M ' ,ita1 



- exafflplevthewheat^crtohlfhlS^vrif* fa "?9^e prices.- For 
of fertilizer sold to famlrs " Y reCeived the m ^ ri ^ 

production and toS ing Slv^ LS-T*?! .° f annual cereal 
expenditure for food <W uJiE r * ent of the nation's 
wheat has usually been arZttt *E ast ,. ten ? ears *** <***"& *>•* 
sequently import ^u23l7r£lr^ te .^ t1on - Con ' 
metric tons in 1975/76 to a MoT'S^i v*" 91 " 9 from N* 000 
1971/72. Only one year 1S74J75 ^^t mtric toRS in 
Governs -ventoriTsaU^ - 

production increase by ?1 if.?,?™? 0565 that total ">»at 
tons, represent,^ aS,^?^,*! TJT ? 3 ' 5 m11,ion •*** 
growth or about 93,000 tJnf of whiJ P ""* 3Verage annudl 
volume is necessary to Set a Jl! „ f^ T™' ™ s wheat 
population growth of 2 Percent °nH nf^ s "PP? rted * 
at an average of 3.75 percent aLuan^ XE t %; nC01,e 9 ." 0W,n9 
incremental wheat demand, after SJi An II ■' the a ? nua] 

that £ m.l^ui^l s^LT^, ■»"<>»«' assunption 
scale fanner loans to purchase 1} 'Si V Senerate 47,880 s«ll- 
improved seed for the En', li ?' '°" S 0f fe| -"~l"'2er and 

*S Proooo^K^ree £S {fA' SS"'; ™' 

incremental voli»e of^St or »™ 1ST USase w111 P™ 1 "" a " 
create crop surges ^^ro^rS?- ■*** -'« 



1/ Mote, that the 1 to 4 input/output ratio was derived after 
refering to other studies and experimenting with different 
fertilizer models. Irrigated wheat with an average seeding rate 
of 150 kg per hectare produces 1.5 to 1.8 tons per hectare under 
traditional farming methods. When improved seed and fertilizer 
is utilized, incremental yields have reached over 4.5 tons per 
hectare. During a recent visit to Afghanistan, farmers in the 
Kunduz area (northern Afghanistan) were asked if fertilizer and 
improved seed increased wheat production on their farms. They 
indicated that their wheat yields more than doubled from approxi- 
mately 50 seers per jerib without fertilizer to about 130 seers 
per jerib with fertilizer. They applied the recaanended nix 
of one part DAP and two parts urea to the wheat crop. The Govern- 
ment s input/output ratios for wheat production yields shown in 
the Seven Year Development Plan range from 4.2-1 to 5.1-1. These 
returns are expected when using 179 to 231 kgs of fertilizer per 
hectare, compared to the more dependable and recomnended 
standard of 375 kgs of fertilizer which is used to develop the 
mput/output ratio shown in the project paper. Therefore, the 
1 to 4 ratio is considered conservative. 



E. Financial and Economic Analyses 

The beneficiaries of AID's financial assistance are 
approximately 25,000 fanners and their family members totaling 
about 150,000 persons. Target group farmers own small plots of 
land averaging 10.7 jeribs (2 hectares) and earning an annual 
average gross income of $420 or approximately $60 per capita. 
Through An) r s proposed project, this group's average gross 
income should double and after expenses have an operating 
income of $120 in the first year of the project, increasing 
to $130 in the second year and thereafter continuing at 
$140 per annum. Before the proposed project, operating income 
averaged $10 per annum. Net financial returns to the incremental 
investment are 35 percent and 40 percent in the first and second 
years respectively, followed by 45 percent throughout the next 
eight years of the project. Incremental income should grow to 
SilO in year one, increasing to $120 and $130 in the following 
two years. After borrowing $200 in the first year and $100 in 
year two, each fanner should have adequate working capital to 
purchase future supplies of fertilizer and improved seeds 
without further financial assistance from ADB. Additionally, 
farmer's aggregate working capital should increase sufficiently 
after the second year to increase their marginal consumption 
of food and other goods from the cash sector of the economy. 
See Annexes R and S for Small -Scale Farmer's Projected Source 
and Use of Funds Statement and Pro Forma Income Statement. 

These substantial gains in operating and incremental income 
are not unusual when employing modern agricultural inputs to 
areas which historically have utilized traditional farming 
practices. Opportunities for impressive gains in yields and 
incomes are, however, shared with elements of risk. Because of 
uncertainties such as possible shortage of water, lack of labor 
and crop price fluctuations, farmers must be offered higher than 
average financial returns before they are willing to participate 
in an investment that could result in a farmer being worse off 
than before engaging in the investment. By nature, "traditional 
farmers avoid risky and uncertain conditions. Both farmer and 
Goverrjnent have acted positively to eliminate, to a degree, some 
of the uncertainty in utilizing modern agricultural inputs. The 
Afghan farmer usually applies fertilizer to crops planted on 
irrigable land that has received adequate water in all but the 
most severe drought years. Farm laborers have been supplemented 
by oxen for much of the land preparation and thrashing of wheat, 
thereby reducing the probability that farm workers will not be 



!i?£I ab I e -* G° vernment "Mintains a support pric for wheat 

years ,t ,s supplied from the farmer's preening harvest ^ 

net presenfvaiue ^STK!" 9 -™ """"^ r 5 R ' the lowing 
<r»i r »r« • { ' anal y sis is presented. The NPV of the 
$5 million AID investment, discounted at 14 percent is $1 950 



more realistic indication of an appropriate and feasible rate 
of reinvestment for cash flow resulting from the project. The 
selected reinvestment rate (discount rate) represents the average 
return on investment opportunities available to ADB. 

The IRR method implies that funds are reinvested at the 
IRR over the remaining life of the project, i.e. cash flows can 
be reinvested at a rate equivalent to the reoui red rate of 
return used as the discount rate. Because of these differing 
assumptions, the two methods can, and do, give different 
rankings of investment projects. 



VIII. Project Implementation 

A. Implementation Schedule , and Monitoring of Project 

The project agreement should be signed in August 1977. 
The IBRD and the UNDP-financed consultant team at the ADB will 
continue to be the Implement ing agents for the total 
project. ADB financial and annual reports as well as the IBRD's 
evaluation reports will be avialable to AID. Since the IERD's 
involvement with the ADB covers several years of developing and 
implementing this activity it seems reasonable to depend on the 
IBRD to continue monitoring the project. Naturally, AID officials 
will have access to GOA and ADB personnel along with receiving 
normal reporting documentation from the ADB. AID will request 
ADB to provide annual reports which indicate the number of small- 
scale farmers receiving fertilizer Joans, the value of the loans 
and the number of jeHbs (hectares) under cultivation for each 
farmer. AID will a-sume the main responsibility for imp lementing and 
monitoring the $5 million grant for small-scale farmer loans for the 
purchase of fertilizer and improved seeds. 

B. Evaluation Plan 

In order to carry out an effective evaluation, a review 
and appraisal should be made of the available ADB and Government 
data pertaining to the practices of traditional farmers. From 
this information comparisons could be made to measure the extent 
to which the small-scale farmer increases food production and 
£r.I Z6S ?f" S in h7S annua] !ncon!e through the use of agricultural 
S£; " ! s recommended that an evaluation team to visiT 

™,S 11 " JV 1 * nedr fu £ ure t0 deve1 °P base-line data which 
S£«JL^? to compare changes and improvements in farming 
practices of small-scale farmers and their families. At the end of 
S ^f C °2 d / ear AI ? wil1 conduct * detailed evaluation to ascertain 

SSjSrsSirbTatS^! sma]1 - scale faraer and ^™ * f *■ 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



[first column] 

1. AFTER REVIEW OF THE NE ADVISORY COMMITTEE ON MAY 5, PRP 
WAS APPROVED BUT FOLLOWING ISSUES WERE RAISED AND SHOULD BE 
EXPLORED DURING [ILLEG] AND [2 WORDS ILLEG] AND DISCUSSED IN 
[ILLEG] . 

2. QUESTION: RELATING TO AG BANK. 

A. FINANCIAL QUESTIONS. REVIEW MATURITY OF LOANS EXTENDED 
FOR AG [ILLEG] UNDER THAT [ILLEG] AND AID AGREE THAT SUCH 
LOANS SHOULD NOT EXCEED 13 MONTHS; REVIEW INTEREST RATE AND 
ASCERTAIN WHETHER RATE USED COVERS AG BANK ADMINISTRATIVE 
COSTS AND COST OF MONEY; IF LATTER NOT THE CASE WHAT IS 
SOURCE OF SUBSIDY? WHAT IS PRESENT [ILLEG] POSITION? HOW 
IS IT EXPECTED TO CHANGE DURING NEXT FIVE YEARS? DETAIN 
LATEST FINANCIAL STATEMENTS AND PROMOTIONS OF AG BANK'S 
CURRENT FISCAL YEAR. DOES CURRENT POSITION INDICATE NEED 
FOR ADDITIONAL EQUITY? DOES AG BANK HAVE RESERVE FOR END 
DEBTS? IF SO, WHAT IS BANK'S POLICY ON INFLUENCING RESERVE, 
AND [ILLEG] USING RESERVE BEFORE CALLING ON DOA COMPANY? 

B. MANAGEMENT AND ADMINISTRATION ASCERTAIN NUMBER OF 
EXISTING BRANCH OFFICES. THEIR STAFFING AND PLANS FOR 
EXPANSION. DETAIN VIEWS FROM DIFFERENT SOURCES ON FIELD 
MANAGEMENT ON CURRENT OPERATION AND ANY SUGGESTIONS FOR 
IMPROVEMENT. ASSESS CURRENT MANAGEMENT ORGANIZATION 
TRAINING PROGRAMS, INTERNAL DELEGATIONS OF AUTHORITY, ETC. 
AND FUNCTIONS AND OPERATING METHODS OF ADVISORY TEAM. 

3. FERTILIZER SUBSIDIES. ASCERTAIN AMOUNT [ILLEG] OR BAGS 
OF SUBSIDIES PAID ON UPEA AND DAR RESPECTIVELY, AND TOTAL 
AMOUNT PAID IN LAST FISCAL YEAR REPORTED. ASCERTAIN PLANS 
FOR CHANGES IN SUBSIDY STRUCTURE. EXPLORE WHO WOULD BENEFIT 
FROM ANY DECREASE IN ARREARS. AG BANK, [2 WORDS ILLEG] AND 
WHETHER LOWER RATE FOR [ILLEG] TOTAL PRESENCE OF SUBSIDY ON 
[ILLEG] WOULD BE USED TO FINANCE (IN PART OR TOTALLY) HIGHER 
SUBSIDY FOR DAP. DESCRIBE IN DETAIL HOW SUBSIDIES ARE PAID. 

4. AFC. ASCERTAIN NUMBER AND DISTRIBUTION OF AFC FILED 
OFFICES. THEIR STAFFING AND OPERATIONS, QUANTITIES OF 
FERTILIZER DISTRIBUTED; EXTENT ARE QUALITY OF EXTENSION 
SERVICES PROVIDED BY AFC. ASCERTAIN CURRENT FINANCIAL 
POSITION OF AFC AND REVIEW ITS ORGANIZATION AND MANAGEMENT. 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



[FIRST COLUMN] 

11. MARKETING. ASK QUESTIONS RELATING TO MARKETING OF 
INCREASED FARM OUTPUT DEMAND, PRICES, INSTITUTIONAL AND 
TRANSPORT [ILLEG] SHOULD BE EXPLORED TO DETERMINE EXTENT TO 
WHICH INCENTIVES EXIST FOR SMALL FARMERS TO INCREASE 
PRODUCTION. 

12. ECONOMIC ANALYSIS SHOULD BE CARRIED OUT BOTH FOR 
OVERALL EFFECT OF CREDIT PROGRAM ON VOLUME AND PRICE OF AG 
PRODUCTS LIKELY TO BE GROWN ON SMALL FARMS AND FOR EFFECT ON 
FARMERS' NET BENEFITS FROM INCREASED PRODUCTION. 

13. IMPLEMENTATION PROCEDURES. AG CREDIT TEAM AND USAID 
SHOULD EXPLORE IN DEPTH WITH GOA IMPLEMENTATION PROCEDURES 
TO INCLUDE METHOD OF DISBURSEMENTS BY A.I.D. TO GRANTEE. 
TIMING, MONITORING, EVALUATION, NEED FOR ANY SIDE LETTERS OR 
COVENANTS, ETC. FURTHER TO PARAGRAPH 2 A ABOVE YOU SHOULD 
ALSO DISCUSS WITH GOA AND AG BANK THE QUESTION OF WHETHER 
GOA WILL PASS PROCEEDS OF AID GRANT TO AG BANK IN FORM OF 
EQUITY CONTRIBUTION OR AS LOAN TO BE REPAID (IF LATTER WHAT 
TERMS AND CONDITIONS DOES GOA PROPOSE TO PLACE ON LOAN?). 
PLEASE TAKE CARE, HOWEVER, NOT REPEAT NOT TO COMMIT AID TO 
ACCEPTING THE TERMS AND CONDITIONS THAT GOA PROPOSES. 

14. DEPUTY MINSTER OF PLANNING FAROGH MAY RAISE WITH CREDIT 
TEAM AND USAID POSSIBILITY OF OBTAINING DOLLARS 5 MILLION 
GRANT AS LUMP SUM TO FINANCE FERTILIZER IMPORTS. AID 
OPPOSED TO IDEA FOR REASONS DISCUSSED IN PREVIOUS CABLE 
REPORTING ON FAROGH VISIT. CHRISTOPHER. 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 

A. Procurement 

1. F AA Sec. 602 . Are there arrangements to permit u s 

_. 2 - FAA ! ec - 6 °4(a) Will all commodity procurement 

agreement require that marine insurance be placed in the 
U.S. on commodities financed? p n tne 

. 4. FAA Sec. 604(e) if offshore procurement on 
Wxcultu»l >C o»»odity or product is to be SnanceS, is 

prlcl SPSS*^*^ ^ UC ? P rocure ^nt when the domestic 
price of such commodity is less than parity? 

r^ g JI V FAA Se °: 60R(a) Wil1 u ' s - Government excess 
personal property be utilized wherever practicable in lieu 
of the procurement of new items? lieu 

that at f^J e gA 901(a) J a) Compliance with requirement 
™™ 2y eas 5 5 ° per centuin °f the gross tonnage of 
commodities (computed separately for dry bulk larrier* drv 
cargo liner, and tankers) financed shall be transposed o7 
?S? tfl owned U.S. -flag commercial vessels to the exteS 
rates? V&SSelS *" available at ^r and reasonable 

win 1* ^ S *°L 6?1 ' If tech nical assistance is financed 
^ii 1 .? uch assistance be furnished to the fullest extent 
from IrtvlL^J ** 5 '™* P rofessi °"al and other se^ISes 
rrom private enterprise on a contract basis? if the 
facilities of other federal agencies will be utilized, 
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Listed belcw are statutory iicos v.njch nanviily will be covered rojtinely in tnose provisions of an 
assistance agrti-r.ent dealing w-.tn ?ts M-.oier.en Nation, or covered in the agreament by exclusion (as 
where certain uses of funds are pernitted. but other uses not). 

Tne-se itc--, are arrayed under the general headirgs of (A) Procurement, (E) Construction, and 
(C) Othe.- Restrictions. 



7Ts~~srali Lsiw-, to ?£rf.c;pate Small business will participate in 

siy^m i^e ^-nishi-v of goods and accordance with AID regulations and 

c-s fleeced? procedures. 



The project agreement will so provide. 



O 



Mot applicable- No such procurement is 
to be financed. 



Yes. However, few if any instances of 
excess property utilization are anticipated. 



The project agreement will so provide. 



No technical assistance is to be furnished. 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



are they particularly suitable, not competitive with private 
enterprise, and made available without undue interference 
with domestic programs? 

B. International Air Transport. Fair Competitive 
Practices Act, 1974 . 

If air transportation of persons or property is financed on 
grant basis, will provision be made that U.S. -flag carriers 
will be utilized to the extent such service is available? 

B. Construction 

1. FAA Sec. 601(d) If a capital (e.g., construction) 
project, are engineering and professional services of U.S. 
firms and their affiliates to be used to the maximum extent 
consistent with the national interest? 

2. FAA Sec. 611(c) If contracts for construction are 
to be financed, will they be let on a competitive basis to 
maximum extent practicable? 

3. FAA Sec. 620 (k) If for construction of productive 
enterprise, will aggregate value of assistance to be 
furnished by the U.S. not exceed $100 million? 



1. FAA Sec. 301(c) If development loan, as interest 
rate at least 2 per annum during grace period and at least 
3% per annum thereafter? 

2. FAA Sec. 301(d) If fund is established solely by U.S. 
contributions and administered by an international 
organization, does Comptroller General have audit rights? 

3. FAA Sec, rilleal Do arrangements preclude promoting or 
assisting the foreign aid projects or activities of 
Communist-Bloc countries, contrarily to the best interests 
of the U.S.? 

4. FAA Sec. 636(a) Is financing not permitted to be used, 
without waiver, for purchase, long-term lease, or exchange 
of motor vehicle manufactured outside the U.S. or guaranty 
of such transaction? 
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ty , 5 fi.nar.corf on'?rar.t bjsis. will ^ P ro Ject agreement will so provide 

•o-i o r.!«»r that tlTT.-fTai carriers " " '" 

; utilized *o tr.e extent sue. 1 -. 



> J = .s.. ^ 

peering Not applicable. v^' 



Not applicable. 



Not applicable. 



Not applicable, as this is a grant. 



Not applicable. 



**«" 
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e. App. Sec. 103 . to pay pensions, etc., for military 
personnel? 

f . App. Sec. 106 . to pay U.N. assessments? 

g. App. Sec. 107 . to carry out provisions of FAA 
Sections 209(d) and 251(h)? (transfer to multilateral 
organizations for lending) . 

h. App Sec. 501 . to be used for publicity or propaganda 
purposes within U.S. not authorized by Congress? 
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i. FAA 

of abcr 


Sec. li«. to C4 ; for Drrffirunro 
t:or.s or to motivate or coerce 
to practice abortions? 


Yes. 




prcpcrtj 


-r eAprcprTatcd rational i;ed 




Yes. 


'"•& 


program 
d. F«A 


>c-c. £00. to fi.-.-r.ce rolice 
or ct.ier '.aw enforcement 
ce, except for narcotics 




Yes. 








Yes. 




for ri: 


^riri^'i?^ : "^ on5. 


tc. 


Yes. 




-U A' r - 


Sec. '.f.-6. to pc/ -J.N. asses 




Yes. 



r\ 



.^ 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



f. FAA Sec. 281 (b) . Describe extent to which program 
recognizes the particular needs, desires, and capacities of 
the people of the country; utilizes the country's 
intellectual resources to encourage institutional 
development; and supports civic education and training in 
skills required for effective participation in governmental 
and political processes essential to self-government. 



6Cf21-4 I -'iovcPbcr.lO, 1976 



(5) [U;'J by grants for coordinated 
private effort to dc-vc'.op and 
d!<-,cninate interrelate technologies 
appropriate for developing countries. 

^,%4^^-^fel. Is the 
rec.n.... t country hilling t contribute 
.•J-W- to the project, and in ,.hat runner 
- nas-st "«<->-tpfovi4e,assorafYct:rtft2t i- • 
w,n P ,ov^e at least 25; of the costs of 
the ore-ran, project, or activity with 
.respect to wn.ch the ass. stance -;s to be 
furnis-.r, (or his the latter cost-sharino 
r»qj:r f ^ ?rt been waived for a "relatively 
I cost -developed" country}? 

^• s; ^-^jnO_(bi r ^il! v-ant capital 
jj;'';', '-^^^ctory to C~;:.r.?s; been made. 
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The country is so willing an d assurances 
will be provided in the project agreement. 



Not applicable. Not a capital project. 



's heiitn 

-eas of 

■s! devslop- 



The assistance is intended to help meet 
Afghanistan's food needs bv providing the 
small farmer with the necessary credit to 
increase production. 



The project recognizes that the small fanner 
is desirous and capable of increased ■'^ 
production and that for the small farmer to 
participate in the agricultural sector, 
agricultural inputs such as credit must be 
made available to meet demand. 
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h. FAA Sec. 201(b)(6); Sec. 211(a)(5). (6) . 
Information and conclusion on possible effects of the 
assistance on U.S. economy, with special preference to areas 
of substantial labor surplus, and extent to which U.S. 
commodities and assistance are furnished in a manner 
consistent with improving or safeguarding the U.S. balance- 
of -payments position. 

2. Development Assistance Project Criteria (Loans only) 

a. FAA Sec. 201(b)(1) . Information and conclusion on 
availability of financing form other free-world sources, 
including private sources within U.S. 

b. FAA Sec 201(b)(2); 201(d) . Information and 
conclusion on (1) capacity of the country to repay the loan, 
including reasonableness of repayment prospects, and (2) 
reasonableness and legality (under laws of country and U.S.) 
of lending and relending terms of the loan. 

c. FAA Sec. 201(e) . If loan is not made pursuant to a 
multilateral plan, and the amount of the loan exceeds 
$100,000, has country submitted to AID an application for 
such funds together with assurances to indicate that funds 
will be used in an economically and technically sound 
manner? 

d. FAA Sec. 201(f) . Does project paper describe how 
project will promote the country's economic development 
taking into account the country's human and material 
resources requirements and relationship between ultimate 
objectives of the project and overall economic development? 
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Small fanners who have been able to obtain 
credit have increased their agricultural 
productivity and, in some cases, produced 
and sold surpluses. The project would con- 
tribute to the development of the agricultur- 
al sector which is a primary economic 
development objective of Afghanistan and it 
closely complements other agricultural credit 
assistance underway in Afghanistan- The 
project paper contains economic and techni- 
cal analyses. 



1 ~r^f~?f--i^-- Little if any adverse effects on U.S. economy ! 
:/. S /economy, or faa *ance of payments is anticipated. 



o?-p.-.--.ents ; 



Items a,b,c,d,e, and f are not applicable 
since this is a grant. 



V7T* 
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3. Project Criteria Solely for Security Supporting 
Assistance 

FAA Sec. 531 . How will this assistance support promote 
economic or political stability? 

4. Additional Criteria for Alliance for Progress 

[Note: Alliance for Progress projects should add the 
following two items to a project checklist.} 

a. FAA Sec. 25lfbW H - (8) . Does assistance take into 
account principles of the Act of Bogota and the Charter of 
Punta del Este; and to what extent will the activity 
contribute to the economic or political integration of Latin 
America? 

b. FAA Sec. 251(b) (a); 251(h) . For loans, has there 
been taken into account the effort made by recipient nation 
to repatriate capital invested in other countries by their 
own citizens? Is loan consistent with the findings and 
recommendations of the inter-American Committee for the 
Alliance for Progress (now "CEPCIES," the Permanent 
Executive Committee of the OAS) on its annual review of 
national development activities? 
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F.\1 S 



.1). 



mt Of 



money ir.icr loan which is coin-; directly 
to pr-.jAte onto prise. >S coing to 
interwsiiate credit institutions or 
other torrowors for use by private 
enterprise, is being used to finance 
imaort* from private scarccs, or s 
otherwise being used to finance procure- 
ments from private sources ? 
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f--«. Sec . 620(d). If assistance is 
a", productive enterprise which wil] 
;o'.? in the U.S. with U.S. enterprise, 
.^■e an i-croe^c^t by the recipient 



*§> 



Not applicable. Not a SSA project. 



Not applicable. Not an AFP project.'" ^ 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 

GENERAL CRITERIA FOR PROJECT 

1. App. Unnumbered; FAA Sec. 653(b) 

(a) Describe how Committees on Appropriations of Senate and 
House have been or will be notified concerning the project; 

(b) is assistance within (Operational Year Budget) country 
or international organization allocation reported to 
Congress (or not more than $1 million over that figure plus 
10%)? 

2. FAA Sec 613 (a) (1) . Prior to obligation in excess of 
$100,000, will there be (a) engineering, financial, and 
other plans necessary to carry out the assistance and (b) a 
reasonably firm estimate of the cost to the U.S. of the 
assistance? 

3. FAA Sec. 611(a) (2) . If further legislative action is 
required within recipient country, what is basis for 
reasonable expectation that such action will be completed in 
time to permit orderly accomplishment of purpose of the 
assistance? 

4. FAA Sec 611(b); App [illeg] 101. If for water or water- 
related land resource construction, has project met the 
standards and criteria as per Memorandum of the President 
dated Sept 5, 1973 (replaces Memorandum of May 15, 1962; See 
Fed Register, Vol 32, No. 174, Part III, Sept. 10, 1073)? 

5. FAA Sec. 611(e) . If project is capital assistance (e.g., 
construction), and all U.S. assistance for it will exceed $1 
million, has Mission Director certified the country's 
capability effectively to maintain and utilize the project? 
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^^^°': a / r < ::J ,r / t ' *. til ?y- f y criteria applicable generally to projects with r/tt fwds. ar.o 
then prcjec. cr..er:a arr-. •=<..->.•; -o individual fund sources: OevelopwentAssistar.ee (with a sub- 
category for criteria anpl -.cable only to loans)-, and Security Supporting Assistance funds 



"Country Checklist prepared in conjunction 
with PP on Central Helmand Drainage is up to date. 



(a) Notification will be provided : 
accordance with AID pr 



r*\ 



(a) Yes. . 

(b) Yes. 

No further legislative action is required. 



lot applicable. 



/J& 
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PARTIAL TRANSCRIPTION - ORIGINAL FOLLOWS 



10. FAA Sec. 612(d) . Does the U.S. own excess foreign 
currency and, if so, what arrangements have been made for 
its release? 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project Criteria 

a. FAA Sec. 102(c^; Sec 11; Sec. 281a . Extent to which 
activity will (a) effectively involve the poor in 
development, by extending access to economy at local level, 
increasing labor-intensive production, spreading investment 
out from cities to small towns and rural areas; and (b) help 
develop cooperatives, especially by technical assistance, to 
assist rural and urban poor to help themselves toward better 
life, and otherwise encourage democratic private and local 
governmental institutions? 



No/crtwr 10. 1976 



2V) . 



5'ro^ict susceptible 

lateral pro.-.ect? if so why is project not 
so executed? information ami conclusion- 
whether assistance will encourage 
regionii development pro<jr<v-.s . If 
assistance is for r^Jy indcD<»niient 
country, is »t furnished trrouqh ciylti- 
lateril organizations or pljns'to the ' 
naxirajn extent appropriate? 



V. (.,)_: <ir 



. .Ml 



fllSL 



InforMtion and 
?t.ier project will encourage 
country to: (a) increase 
jerr.ational trace; (b) fos- 
itiative and competition; 
levelopnent and use of 
:redit unions, and savings 
ssooations; (d) d-scourage 



ives, 
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Project is being carried out in conjunction 
with Government of Canada and International 
Development Bank Agricultural Credit 
projects. Afghanistan is not a newly in- 
dependent country. 



By supplying credit for agricultural 
inputs and equipment to the small farmer, 
the project will foster private initiative 
in the agricultural sector, strengthen the 
small farmer, thereby discouraging mono- 
polistic practices and improve the techni- 
cal efficiency of agriculture. 
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By increasing supply of credit, project 
wxll provide small farmers greater accessi 
bility to equipment and technology, -^ 
including that offered by U.S. ( ~ • 

private enterprise. 



The project agreement will so provide. 



Afghanistan is not an 
country. 



currency 



The project is aimed directly at increasing 
local availability of credit for the small 
farmer. The credit will be used to finance 
agricultural inputs and equipment for the 
small farmer thereby increasing labor- 
intensive production and the spreading of 
investment to the rural areas. 



f5\. 
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b. FAA Sec. 102. 103. 104. 105. 106. 107 . Is 
assistance being made available: [include only applicable 
paragraph — e.g. a, b, etc. — which corresponds to source 
of funds used. If more than one fund source is used for 
project, include relevant paragraph for each fund source.] 

(1) [103] for agriculture, rural development or nutrition; 
if so, extent to which activity is specifically designed to 
increase productivity and income of rural poor; [103A] if 
for agricultural research, is full account taken of needs of 
small farmers; 

(2) [104] for population planning or health; if so, extent 
to which activity extends low-cost, integrated delivery 
systems to provide health and family planning services, 
especially to rural areas and poor; 

(3) [105] for education, public administration, or human 
resources development; if so, extent to which activity 
strengthens nonformal education, makes formal education more 
relevant, especially for rural families and urban poor, or 
strengthens management capability of institutions enabling 
the poor to participate in development; 

(4) [106] for technical assistance, energy, research, 
reconstruction, and selected development problems; is so, 
extent activity is: 

(a) technical cooperation and development, especially 
with U.S. private and voluntary, or regional and 
international development, organizations; 

(b) to help alleviate energy problems; 

(c) research into, and evaluation of, economic 
development processes and techniques; 

(d) reconstruction after natural or manmade disaster; 

(e) for special development problem, and to enable 
proper utilization of earlier U.S. infrastructure, etc., 
assistance; 

(f) for programs of urban development, especially small 
labor-intensive enterprises, marketing systems, and 
financial or other institutions to help urban poor 
participate in economic and social development. 
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wo U ld>Tnance tS,?caf^ s ?stan^e o mlT* ?*?* ep 198 °" lt 
comprise seven other components as Slffs! fertl , _ , ? er Study ' and 

^lo^mT^^yJlT^ 9 ^i "-.Prided for 

(3) On- farm de velopment. A wide range of activities MM.1H 
from loans averaging Afs 32,000 (US$640). oenerit 

gSSs"SE53«5SS3r 

from loans averaging Afs 10,000 (US$200) 
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(6) Produce mar keting and processing. Short term loans would 
be made to finance produce marketing by cooperatives to 
enhance members' bargaining power, and to processing firms or 
cooperatives for purchase of produce from small farmers at 
equitable prices. 

(7) ADB supporting services . The project would finance staff 
field allowances, foreign fellowships, transport vehicles and 
mobile workshops for AMSCO. 

Technics i assistance. 1/ ADB would receive technical assis- 
tance from a suitable firm of consultants providing three qualified 
experts and other services, selected on terms and conditions agreed 
with IDA, as follows: 

(1) Two experts specializing in management/ banking and credit 
operations to assist in institutional improvement, to continue 
the process of strengthening of management and operations. 
The former would be in a management position with ADB. 

(2) One financial expert, and short term consultancies 
totalling about 12 man-months, to strengthen financial 
management. 

The three-man team would be employed for two years beyond the term 
of the present consultancy, i.e. from September 1978 to August 1980 
i he average cost of the consulting services is estimated at US$5,000 
per man-month including contingencies. 

Fertilizer study . The fertilizer program has evolved into a 
multi-faceted endeavor involving the Ministries of Agriculture and 
Planning, AFC, the Government owned urea plant and ADB. To help in 
understanding the long term problems and taking remedial measures, a 
study would be undertaken by the Government, with the assistance of 
specialized consultants, under agreed terms of reference to include 
long term demand for and supply of fertilizer, suitable fertilizer 
usage, economics of local production, pricing policies including 
relationship to agricultural production pricing, economics of 
procurement, storage and distribution, resource needs and Government 
subsidies, the role and delivery of agricultural extension services, 
costs and risks of fertilizer credit, and a suitable framework for 
ADB to assume increasing financial responsibility for fertilizer 
loans. The project would finance the costs of the study, including 
an estimated 48 man-months of consultants' services. 

1/ The Government has indicated its intention to request UNDP funds 
for technical assistance. If such financing is approved, as is 
likely, the funds provided for technical assistance under this 
project would be reallocated to other components. 
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Project cost estimates are based on recent ADB experience, on 
June/September 1976 prices of the respective investment itess with 
suitable pric° and physical contingencies, and on representative 
models of production units examined during appraisal. Total project 
cost is estimated at Afs 1,574 million or US$31.5 million equivalent, 
of which 43% or Afs 674 million (US$13.5 million) would be in 
foreign exchange. Cost estimates are summarized below. 



Project Cost £E*f 

rage 4 

-Afs Million _^j^ tnn/> __ 



T , Foreign 

IffiSySSUtffl local For^ Total Uca, f^dffi lou. ££££< 

Farm Mechanization 
& Implements : 



a. Tractors 

b- Small equipment 


75.0 


225.1 


300.1 


1,500 


4,502 


6,002 


75 


& implements 


10.3 


30.9 


41.2 


206 


618 


824 


75 


II. Irrigation HelK: 
















a. Shallow well 




pumps 
t>- Deep wells 


34.9 
10.7 


48.1 
20.0 


83.0 
30.7 


698 
214 


962 
400 


1,660 
614 


58 
65 

5 


HI. On-Farm Development 


107.2 


5.6 


112.8 


2,144 


112 


2,256 


IV. Land Settlement 


121.6 


6.4 


128.0 


2,432 


128 


2,560 
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V. Short-Term Lending 
















for fertilizer, 
















seeds & other 
















inputs 


308.7 


205.8 


514.5 


6,174 


4,116 


10,290 


40 


VI. Short-Term Lending- 
















a- To coops for 




marketing & 
















processing 


61.0 




61.0 










o- To firms for 






1,220 


- 


1,220 





processing 


72.0 


- 


72.0 


1,440 
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1,440 
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VII- Technical Assistance 


4.9 


11.3 


16.2 


98 


226 


324 


70 


VIII. ^BP^ting_Services: 
















a. Field allowances 


2.0 




2.0 










b. Fellowships 




1.9 


40 


- 


40 





c Vehicles, office 




1.9 


- 


38 


38 


100 


equipment and 
















mobile workshops 


- 


26.7 


26.7 


. 


534 


534 


100 


IX. Fertilizer Study 
Base Cost 


3.1 
811.4 


9.4 
591.2 1 


12.5 
,402.6 


62 

16,228 


188 
11,824 


250 
28,052 


75 
42 


Contingency Allowances: 
















a. Physical 1/ j i 

b, Price 2/ 87.'6 

Total Project Costs 900.1 


1.6 
80.8 

673^6 1 


2.7 
168.4 

.573.7 


22 
1»752 

18,002 


32 
1,616 

13,472 


54 
3.368 

31.474 


59 
48 

43 
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1/ Only for elements of irrigation wells, at 5% each for drilling and pun> house 
for deep wells and excavation for shallow wells. 

~ ^nfi^^ Ulat l° n ° f P rice contingencies during 1977-81, the following annual 
"nation rates were applied: imported equipment 7.5%, local iteasSX 
(the loca rate of inflation) civil works for deep wells 9%, fertilizer 52 
only for 1978/79 (Government controls price) and technical assfstance 7 f% 
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Agricult u ral Development Bank of Afghanistan 



ASSE.TS 

Cash and Bank 3d lances 

Estimated current portion of loans j 

Special fertilizer loans 

Less: Collections 
Loan to AFC 

Less: Loan frow USAID 



67.9 
163.2 
( 18.8} 



602.1 
274.2 
130.5 

(130.5) 
841.9 

(841.9) 
2.6 



782.8 

5E0.3 

65.3 

( €5.3) 



Total Current Assets 

li-.icated non-current portion of 1 
Less: Provisions for doubtful 
Equity investment (net) 
[nvestwnt in subsidiary company 

Total Non-Current Assets 
Fixet Assets (net of depreciation) 

Total Assets 

Managed Funds 

LABILITIES 

Demand deposits 

line deposits and other interes 

Short-term borrowing froo DAB 

Creditors and advances 

Other accounts payable and deferred credits 

Current portion of long-terra liabilities 



ik. interest 



t bearing deposit 



Totai 



rrent L 



»ilit 



titioated non-current portion of tioe deposit 
Long-term liabilities (net of current portion) 
Pension. Health, and Providert Funds 

Total (ton-Current Liabilities 

J-up share capital 



350.5 

( 65.7) 

12.6 



63.0 
109.1 
12.2 



461.0 
19.1 
25.4 



27.7 
58.7 
32.6 



106.3 
355.5 
15,9 



577.2 
103.7 
52.1 



Agricultural Development Bank of Afghanistan 

Sources and Uses of Funds Statement 

I In Millions of Afs) 



1973/74 
Sources Uses 



ASSETS 

Cash and Bank Balances 

Estimated current portion of loans Inc. Interest 

Special fertilizer loans 

Less: Collections 
Loan to AFC 

Less: Loan from USA ID 
Advances 

Other receivables (net) 

Inventories and goods In transit (net) 

Estimated non-current portion of loans Inc. Interest 

Less: Provisions for doubtful debt & Interest 
Equity Investment (net) 
Investment In subsidiary company 
Fixed Assets (net of depredation) 



LIABILITIES 

Demand deposits 

Time deposits and other interest bearing deposits 

Short-term borrowing from DAB 

Creditors and advances 

Other accounts payable and deferred credits 

Estimated non-current portion of time deposit 

Long-term liabilities (net of current portion) 

Ptnslon, Health, and Provident Funds 

Paid-up share capital 

Reserves 

Retained earnings before appropriation 

TOTALS 



336.9 
206.3 



1974/75 
Sources Uses 



59.4 
147.4 



1975/76 
Sources Uses 



121.3 
138.7 





15.8 


11.3 






21.6 




14.7 




77.1 


27.9 






118.5 




321.8 


0.6 




5.6 






15.2 


6.5 




3.8 




1.2 










4.3 




0.6 




3.1 


1.0 






3.2 




5.9 


141.9 




19.2 




121.0 




261.4 




325.4 




201.0 


367.3 




4.8 


8.3 






15.8 


15.8 




31.6 




26.2 




63.0 




115.9 






72.6 




33.1 




12.9 


259.3 






0.1 


0.9 




2.8 




66.2 




82.3 




33.9 




10.8 




33.0 




51.6 




10.6 




25.8 




0.9 




734.5 


734.5 


654.9 


654.9 


746.3 


746.3 



Agricultural Development Bank of Afghanistan 
Pro Forma Balance Sheets 



ASSCJS 

Cash Bank Balances 

Loan Portfolio 

Fertilizer 

Other Short-term Loans 

Medium and Long-term Loans 

Loans to HLDC 

Loan to AMSCO 

Sub-Total 

Other Accounts Receivable, etc. 

Investment 

Fixed Assets 

TOTAL ASSETS 



1,022.2 


1,259.7 


1,553.3 


1,859.1 


2,027.2 


2,105.5 


80.4 


94.7 


135.2 


183.4 


183.4 


183.4 


412.9 


573.3 


736.7 


931.7 


1.152.3 


1.392.8 


115.2 


212.4 


267.4 


267.4 


264.9 


258.8 


98.8 


114.3 
2,254.4 


129.8 
2,822.4 


129.8 
3.371.4 


129.8 
3.757.6 


129.8 


1,729,5 


4.070.3 


30.1 


30.1 


30.1 


30.1 


30.1 


30.1 


69.4 


69.4 


69.4 


69.4 


69.4 


69.4 


26.3 


38.7 


50.4 


49.9 


48.6 


46.3 



2,714.6 



LIABILITIES 
Demand/Time Deposits 
Other Accounts Payable 

(1ncud1ng personnel funds) 
Long-term Debt 
Paid-up Share Capital 
Surpluses and Reserves 

TOTAL LIABILITIES 



500.0 
94.9 

841.1 
592.7 
263.4 



400.0 
95.8 

1,146.4 
592.7 
479.7 



400.0 
103.8 



400.0 
115.0 



1,491.4 1,881.4 

592.7 592.7 

575.1 702. 7 



400.0 
127.9 

2.046.1 
592.7 
879.2 



4^356^7 



Agricultural Development Bank of Afghanistan 
Pro Forma Incoce Statements 



1977/73 1 978/79 1979/80 
"nT^fT Million 



1980/81 1981/82 



Interest and Banking Charges earned 
Loan Portfolio 

Fertilizer Loans 
Other Short-Term Loan: 
Medium and Long-Term Loans 
Loans to HLDC 1/ 
Loan to AMSCO y 

Sub-Total 

Time Deposits 
Other Revenues 



92.0 


117.0 


146.0 


176.7 


210.6 


227.9 


8.0 


8.0 


9.5 


13.5 


18.3 


18.3 


23.3 


33.1 


45.9 


56.1 


75.2 


92.1 


1.5 


9.2 


17.0 


21.5 


21.5 


21.2 


7.9 


9. 1 


10.4 


10.4 


10.4 


1JM_ 


132.7 


176.4 


228.8 


278.2 


336.0 


369.9 


26.3 


12.5 


5.0 


2.5 


2.5 


2.5 


2.0 


2.0 


2.0 


3,0 


3.0 


3.0 



TOTAL REVENUES 



Interest Charges on Time Deposits and Loans 

Provision for Losses 

Personnel Costs 

Other Administration Costs 

Depreciation 

Extraordinary Expenses 

Turnover Tax (5X on Total revenues) 

TOTAL EXPENSES 

Profit before Taxation 

Less: Income Tax (21% on Profit before tax) 

Profit after taxation 



12.1 


37.2 


54.7 


72.7 


83.2 


89.9 


5.6 


6.9 


7.5 


9.3 


10.4 


11.7 


39.1 


45.0 


51.8 


59.6 


68.5 


78.8 


12.2 


14.0 


16.0 


18.5 


21.3 


24.4 


3.6 


4.1 


4.8 


5.5 


6.5 


7.3 


2.0 


2.3 


2.6 


3.0 


3.5 


4.0 


8.1 


9.5 


11.8 


14.2 


17.1 


18.8 


82.7 


119.0 


149.2 


182.8 


210.5 


234.9 








"• ■"•"' •■ ■ 
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78.3 


71.9 


86.6 


100.9 


131.0 


140.5 


16.4 


15.1 


18.2 


21.2 


27.5 


29.5 



1/ Herat Livestock Development Corporation 
7/ Agricultural Machines and Service Company 



r 



Agricultur al Development Bank of Afg hanistan 

Comparativ e Incowe Statewents as of March 20 
- Af Millions 



1972/73 1973/74 1974/75 1975/76 



INCOME 

Interest & banking charges earned 

Supply Operations 

Sales of merchandise 

Less: Cost of Merchandise sold 

Net Profit Supply 

Corns issions earned 
Other Revenues 

Total 

EXPENSES 

Increase in provision for losses 

Interest and banking charges 

Personnel costs 

Other administrative costs 

Depreciation 

Extraordinary expenses 

Turnover tax 1/ 

Sub-total Expenses 
Less charged to supply 

Total Expenses 

Profit (loss) before taxes 

Taxes 

Profit (loss) after taxes 



176.2 
(135.7) 



0.2 
4.6 



17.8 
6.1 
2.3 
0.8 
4.8 

42.3 
0.0 



72.7 

92.9 
( 67.1) 

25.8 
0.1 
2.0 

100.6 



24.8 
20.3 
7.4 
2.6 
5.0 
5.5 

0.0 

~™59Tr 



26.3 31.3 

( 2.2) ( 5.9) 

24.1 25.4 



152.5 
(111.4) 



5.7 
27.7 
27.8 
9.9 
3.5 
2.7 
8.7 
86.0 
0.7 
85.3 

68.4 
( 17.2) 

51.2 



149.4 

158.0 
(124.5) 

2.2 
1.4 

186.5 



7.3 
35.9 
44.5 
14.2 

4.8 

1.7 
10.8 
119.2 

0.7 
118.5 



68.0 

( 15.9) 

52.1 



- JrL C S! d °S r f e " ues / rom filing merchandise (22) and on concision 
from supply, dividend and rents receivable (52). 
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Organization Chart for Afghan Fertilizer Company (AFC) 



The Executive Board 







Adminls 


tratlve 










1 




Commercial 








Vice President 




President 




Vice President 




















































Department of 
Administration 
and Personnel 




Financial 
and Credit 
Department 




Department of Agro- 
chemical and Small 
Farm Equipment 




Supply 
Distribution 
Department 




Marketing 
Department 



Total Sale of Fertilizer in Metric Tons for all Crops 
(Excluding Coops) 



No. of Farmers 

Years 
Afghan Years 



Cash Sales of 
Urea & DAP 



Credit provided 
by 
Urea and DAP 



30,698 

1973/74 
(1352) 



16,326 



1974/75 
(1353) 



1975/76 
(1354) 



21,017 



57,435i / 

1976/77 
(1 355) 



29,960 
53,460 



65,5001/ 

1977/78 
(1356) 



Total Sale Urea 
and DAP 



69,749 



83,420 



Credit Percent 
Cash Percent 



1/ Estimate 
111 



63% 
37% 



y Based on most recent data 

Source: AFC and ADB's Fertilizer Division 



702 
30% 



64% 
36% 



67% 
33% 




THRESHOLD DECISION BASED ON 
INITIAL ENVIRONMENTAL EXAMINATION 



Project Location : Afghanistan 

Project Title : Agricultural Credit Project 

Funding : FY 1977 $5.0 million grant 

Life of Project : Three Years 

IEE Prepared By: J. Paul Guedet, NE/CD Date : June 22, 1977 

Environmental Action Recommended : Negative Determination 

Bureau for Near East Decision : ^' 

APPROVED :,/^--. (/- \J 

DISAPPROVED:_ 

DATE: ~tl 



>j(*lM 



BEST AVAILABLE^— 
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INITIAL ENVIRONMENT EXAMINATION 
NARRATIVE DISCUSSION 



1. Project Location : Afghanistan 

2. Project Title : Agricultural Credit Project 
3 - Funding s FY 1977 $5.0 Billion grant 

4. Life of Project : Three years 

5 - IEE Prepared By : J. Paul Guedet, NE/CD D ate : June 22, 1977 

6. Action Recommended: Negative Determination 

7. Discussion of Major Environmental Relationships of Project 
Relevant to Attached Impact Identification and Evaluation Form : 

The Grant will be used by the Agricultural Development Bank of 
Afghanistan to increase food production. 

Indirectly, the Grant will have two positive environmental effects 
which are, (1) increasing food production and (2) increasing 
employment of rural poor. Food production should increase with 
the application of small quantities of fertilizer to seasonal 
crops such as wheat, cotton and maize. The Agricultural Develop- 
ment Bank makes agricultural input loans to small-scale farmers 
who use the funds to purchase fertilizer and seeds from the 
Afghan Fertilizer Company (AFC). The Ministry of Agriculture's 
extension service and AFC provide written guidelines as well as 
advisors who recommend specific quantities of fertilizer that 
should be applied to major crops grown in Afghanistan. Reasonable 
amounts of fertilizer applied to irrigated land usually increase 
crop yields which will require a greater number of laborers to 
harvest and package the produce. Consequently, an increase in 
food production should provide more opportunities for employment 
of rural people. 

It is not anticipated that there will be any significant adverse 
effects on surface and ground water by the small amounts of 
fertilizer normally applied, in Afghanistan. The beneficial effects 
of the application of fertilizer to the crops of Afghanistan far 
outweigh the potential and unproven adverse effects on the water 
resources of the country. Pesticides will not be eligible for 
financing under the $5 million grant. 



^ 



h pact Areas ami Sub- areas 
A. LAriD USE 

1. Chanqinn the character of the land through: 
increasing the population 
Extract ing natural resources 
Land clearing 
Chanqi;;q soil character 
ten" no natural defenses 

3. Foreclosing irportant uses 

4. .Jeopardi^inq n>an or his wort s 
'■■. Other factors 
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Impact 

Identification.. 
and Evaluati oni-' 



>TER QUALIT Y 

Physical stale of 



J'l - No er.vironp:entil innact 

! - " Liiy£ onvironr<--nta1 impact 

'"' " " "tinratf- environ.~ental impact 

!! " •LifL'l environmental impact 

U - Unknown environmental impact 



BEST AV/ULABUE COPY 



IgCMJ JLgOJLt5_ICAT ror; Ann evm_hath m jw 

C. AT"QSP»CR K 

'. Air additives 

2. Air pollution 

3. Moise pollution 
•1. Other factors 
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■jATURAL RESOURCES 

1- Diversion, altered use of v;ater 

2. Irreversible, inefficient cownitmpnts 

3. Other factors 



g'l TUHAL 

K Altering physical symbols 

.?. Dilution of cultural traditions 

3. Other factors 



1. Changer, in rcononic/euployment paf. 

•°. Chan<i-'S in population 

3. Chanws in cultural patterns 

£. Other factors 



BBBT AVAILABLE CCPT 



i. ui.S'.yin.i •> iMLural e.-.vircn:;:.-;ijt 
2. El i.T.inatiiw ,™ ecosystem element 
•':. Other factors 



Fntf:n-„it,io;^T -; r wets 



"'^ACiS (not listed o hove 5 



t ' : i: ■■' -J .._Paul_ Guedet t HE£Cd_J& ? - :_ _June_22, 1977 

: - : .i!»J±-.L r ". : Afghanistan 

LI1M-: Agricultural Credic Project 
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Agricultural Development Bank of Afghanistan 
Financial and Operational indicators 



Liquidity Ratio 

Long-term Debt to Equity 

Long-term Debt to Assets 

Total Debt to Assets 

Times Interest Earned 

Loa"port?o?1 fr ° m bank1ng °^ r&t ^ns as percentage of 

Total Gross Income as percentage of Loan Portfolio 

Operating Expenses as percentage of Loan Portfolio 

Net Profit as percentage of Loan Portfolio 

Number of Employees 

Net Income/employee (Afs) 

Total value of loans made (Afs 000) 

Total number of loans made 

Average value of loan (Afs) 

Total Loan Portfolio (Afs 000) 

R«turn on Total Assets {%) 

Return on Equity (%) 



1972/73 
3.1 to 1 

0.37 

0.21 

0.44 



7.8 
22.9 
12.2 

8.0 

68,079 

217,996. 

462 

471,853 

299,900. 

3.2 

5.8 



1973/74 
1.6 to 1 

0.37 

0.14 

0.60 

4.1 

11.5 
16.1 
9.4 
4.1 

373 
67,196 
398,629. 
30,969 
12,872 
624,700. 
2.0 
5.0 



1974/75 
1.3 to 1 
0.45 
0.15 
0.66 
5.6 

10.2 
14.1 
6.8 
4.7 

533" 
96,060 
807,587. 
48,150 
16,772 
,093,600. 
2.7 
7.9 



1975/76 

1.6 to 1 
C.65 
0.22 
0.66 
5.2 

12.1 
15.1 
8.7 
4.2 

794 
65,617 
715,562. 
47,764 
14,981 
1,231,560. 
2.4 
7.1 
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PROJECT DESIGN SUMMARY 

LOGICAL FRAMtWOftK 



"7P 



OflOifa' 



To Imp ,vt tM standard of living of the 
i-trtl poor througfi increases agricultural 
production and to develop employment 
opportunities In the rural areas. 



2) Foreign exchange savings attribu- 
table to a decrease m imports of 
wheat and cash crops. 



PlOjKt PitfPQH: 

1) Increase agricultural production, 
especially wheat and other food grain; 
ts woll is sugar beets and other cash 
crops. 

2) Increase agricultural productivity and 
small farmers' incomes through supply? " 
credit for agricultural inputs. 



utittvi* End ot pro)«et lUtul. 

Total wheat production increases to 
3.5 Billion tons by 1582 from 2.9 
tons In 1975. 

Farm families per capita income 
increase to $630 per year from an 
average of $420 per y*ar. 



1 Income Accounts 



Ministry of Agriculture's records 
atlonal Income Accounts 






Mtgnludt ot Output!: 
15 million worth 

agriculture! input loans averaging 
5200 each to smell-scale farmers. 
AgSank's total short term loan 
portfolio Increases by at least 
$5 million over total value of short 
term loans made In 1976/77. 



GOA politically and ftninclelly 
supports rural development end 
agricultural dtvelopwnt objectives. 



I0A fosters policies favorable t 
incretslng wheat and cash crop 
production. 



1) AgBsnk's annual reports 

2) IBRD records end USAIO implementation 



AgBank continues to uperete as the 
main lending agency for small 
farmers. 



AID provides a five million dollar grant 
to the AgBank through the Government of 
Afghtnlstan to finance fertilizer ana 
agricultural Input loans to small-scale 



1) AID grant authorization 

2) Grant agreement signed 

3) AgBank annual reports 



The AgBank Is committed to Incruti- 
ing the availability of credit to 
small farmers for fertilizer pur- 
chases. 



-'n::/o,cu/iV77 
1ST ICY O r?LA NNi NG 
) Dcpf 

mm 


•=■* A «■»• ( ) .. 
A52i I* ( j . 


K.TXJL 


:l - : ' ' J~~*t 



: T -.r project. :.- -r- ;••-.:. "vi" , '-. 
•~,-.C- UO t::0 s.'io'tf-.ll in l!,. .-'in'"-. 
. -'jirec by the \ m i.-il >;- ■*! ;•_•'. J.-.-,. 
La-r.co t.ie croc it rv •'••"■•; r>; t:.. r.-..'l 
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Small-sca le Farrier's Projected Source a nd Use of Fund s Statement 
(In Dollars"! ~ 



Veers I 



S OURCE OF FUNDS 



SUBTOTAL 



REV£NUE: 340 800 300 800 840 800 000 800 840 300 

Short-Term Loan 200 100 - - - - ! - 

subtotal Tmsmmmmmmmmm 

USE OF FUNDS 

Operating Costs 720 670 660 660 700 660 660 660 700 660 

Debt Repayment 200 100 



TOTAL WORKING CAPITAL 120 130 140 140 140 140 140 140 140 140 



OPERATING EXPENSES : 

Oxen Hire 

Family Labor 

Fertilizer 

Seed 

Interest on debt 



TOTAL OPERATING EXPENSES 
OPERATING INCOME 

Incremental Income 
Incremental Economic Benefits 



JMil-Scale Farmer's Pre Forma Income St^t-emon 





(In 


Dollars) 
















Before 
Project 










Years 










J 


2* 


JL 


4 


J_ 


X 


J^ 


. J_ 


X" 


Jl 


420 


840 


800 


8C0 


800 


840 


800 


80( 


800 


840 


800 


60 
350 


90 
420 
150 
40 
20 


90 
420 
150 

10 


90 
420 
150 


90 
42U 
150 


90 
420 
150 

40 


90 
420 
150 


90 
420 
150 


90 
420 
150 


90 
420 
150 

40 


90 
420 
150 



410 720 670 660 660 700 660 660; 660 700 660 

10 120 130 140 140 140 140 140 1 140 140 140 

110 120 130 130 130 130 130; 130 130 130 

130 130 130 130 130 130 130 130 130 130 



^i^^^aidta'SriSlS? 9 $ °* 14/k9) t0 USe f ° r thG ^ Pl6nt1 "9 of wheat; levery fourth year 



COUNTBV " 

Afghanistan! 306-0165 



PROJECT TITLE 

Agricultural Credit 



MOJICT PURPOSE (FROM PRP PACEShEEI 

Increase agricultural production and increase agri- 
cultural productivity and farmers' incomes through 
supplying credit for agricultural inputs. 

CPI OfSCBIPTiON 

1. Project Paper approved and funds authorized. 

2. Project agreement signed by GOA. 

3. CP's met. 

4. Reimbursement to ADB for 47 percent of the value 
of Incremental small-scale farmer loans made 
during Aug. 1977 to Sept. 1978. 

5. Reimbursements to AOB for incremental small-scale 
farmer loans over the base year Aug. 1978. 

6. Final reimbursement to ADB for small-scale farmer 
loans made up to Sept. 1980. 



DATE 

6/30/77 



IBS 



AID 1020-38 (6761 



CRITICAL PERFORMANCE INDICATOR (CPI) DESCRIPTION 



i6uNT«Y [PROJECT NO [PROJECT TITLE 

Afghanistan! 306-0165 1 Agricultural Credit 



AMBOViO 



6/30/77 



It i* JOmOlNAt 
□ REVISION '_ 



°" CV 1977 

month! 



© Z CI 



1979 I 

§ s I g ^ 

-? i> £ «r £ 



a 8 i 



©- 



-o- 



-CD- 



-c 



■VALUATION 8CHtOUH 



AID 103038 (q-79) 



CRITICAL PERFORMANCE INDICATOR (CPI) NETWORK 



